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Carolina Water Services, Inc.
Summary of Cost of Capital and Fair Rate of Return
Based upon the Consolidated Capital Structure of Utilities, Inc.
at December 31, 2012

Weighted Cost

Type of Capital Ratios (1) Cost Rate Rate
Long-Term Debt 52.44% 6.60% (2) 3.46%
Common Equity 47.56% 10.15% - 11.15% (2) 4.83% - 5.30%
Total 100.00% 8.29% - 8.76%
Notes:

(1) Company-provided.
(2) From page 2 of this Schedule.
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Carolina Water Services, Inc.
Brief Summary of Common Equity Cost Rate

Proxy Group of

Nine Water
No. Principal Methods Companies
1. Discounted Cash Flow Model (DCF) (1) 8.62%
2. Risk Premium Model (RPM) (2) 11.54%
3. Capital Asset Pricing Model (CAPM) (3) 9.89%
Market Models Applied to Comparable Risk, Non-Price
4, Regulated Companies (4) 10.46%
5 Indicated Common Equity Cost Rate before Adjustment
' for Business Risks 10.15%
6. Size Adjustment (5) 0.50%
7 Indicated Common Equity Cost Rate 10.65%
8. Recommended Range of Common Equity Cost Rates 10.15%-11.15%

Notes: (1) From Schedule 3.
(2) From page 1 of Schedule 5.
(3) From page 1 of Schedule 6.
(4) From page 1 of Schedule 8.
(5) Business risk adjustment to reflect Carolina Water Services, Inc.'s greater
business risk due to its small size relative to the proxy group as detailed in Mr.
D'Ascendis's accompanying direct testimony.



CAPITALIZATION STATISTICS

AMOUNT OF CAPITAL EMPLOYED
TOTAL PERMANENT CAPITAL
SHORT-TERM DEBT

TOTAL CAPITAL EMPLOYED

INDICATED AVERAGE CAPITAL COST RATES (2)

TOTAL DEBT
PREFERRED STOCK

CAPITAL STRUCTURE RATIOS
BASED ON TOTAL PERMANENT CAPITAL:
LONG-TERM DEBT
PREFERRED STOCK
COMMON EQUITY
TOTAL

BASED ON TOTAL CAPITAL:
TOTAL DEBT, INCLUDING SHORT-TERM
PREFERRED STOCK
COMMON EQUITY
TOTAL

EINANCIAL STATISTICS

EINANCIAL RATIOS - MARKET BASED
EARNINGS / PRICE RATIO
MARKET / AVERAGE BOOK RATIO
DIVIDEND YIELD
DIVIDEND PAYOUT RATIO

RATE OF RETURN ON AVERAGE BOOK COMMON EQUITY
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TOTAL DEBT / EBITDA (3)

FUNDS FROM OPERATIONS / TOTAL DEBT (4)

TOTAL DEBT / TOTAL CAPITAL
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Proxy Group of Nine Water Companies
CAPITALIZATION AND FINANCIAL STATISTICS (1)
2008 - 2012, Inclusive
2012 2011 2010 2009 2008
(MILLIONS OF DOLLARS)
$1,801.379 $1,736.912 $1,712.951 $1,641.561 $1,5637.371
$55.136 $81.076 $53.463 $31.243 $84.104
$1,856.515 $1,817.988 $1,766.414 $1,672.804 $1,621.475
541 % 5.36 % 537 % 531 % 5.58 %
5.53 5.53 5.54 5.54 4.32
5 YEAR
AVERAGE
49.12 % 50.69 % 50.97 % 50.80 % 50.35 % 50.39 %
0.16 0.18 0.19 0.21 0.22 0.19
50.72 49.13 48.84 48.99 49.43 49.42
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
50.79 % 52.55 % 53.49 % 53.33 % 53.43 % 52.72 %
0.15 0.17 0.18 0.19 0.21 0.18
49.06 47.28 46.33 46.48 46.36 47.10
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
6.45 % 6.33 % 6.38 % 4.64 % 591 % 594 %
166.26 156.32 150.17 138.52 155.49 153.35
3.84 4.09 4.26 4.72 4.49 4.28
61.46 67.87 66.67 60.06 73.68 65.95
9.94 % 8.99 % 8.98 % 6.99 % 6.39 % 8.26 %
3.84 X 434 X 475 X 5,53 X 9.07 X 551 X
20.65 % 18.82 % 17.10 % 16.41 % 16.14 % 17.82 %
50.79 % 52.55 % 53.49 % 53.33 % 53.43 % 52.72 %

Notes:

(1) All capitalization and financial statistics for the group are the arithmetic average of the achieved results for

each individual company in the group, and are based upon financial statements as originally reported in

each year.

(2) Computed by relating actual total debt interest or preferred stock dividends booked to average of beginning
and ending total debt or preferred stock reported to be outstanding.

(3) Total debt relative to EBITDA (Earnings before Interest, Income Taxes, Depreciation and Amortization).

(4) Funds from operations (sum of net income, depreciation, amortization, net deferred income tax and

investment tax credits, less total AFUDC) plus interest charges as a percentage of total debt.

Source of Information: I-Metrix Database

Company SEC Form 10-K



American States Water Co.,
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

American Water Works Co.
Inc._
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Aqua America, Inc.
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Artesian Resources Corp.
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

California Water Service
Group
Long-Term Debt
Preferred Stock
Common Equity

Total Capital

Connecticut Water Service
Inc._
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Middlesex Water Company
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

SJW Corporation
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

York Water Company
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Proxy Group of Nine Water
Companies
Long-Term Debt
Preferred Stock
Common Equity
Total Capital

Source of Information

EDGAR Online's I-Metrix Database

Annual Forms 10-K

Capital Structure Based upon Total Permanent Capital for the

Proxy Group of Nine Water Companies

2008 - 2012, Inclusive
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5 YEAR
2012 2011 2010 2009 2008 AVERAGE
42.49 % 45.46 % 4430 % 46.95 % 46.25 % 45.09 %
0.00 0.00 0.00 0.00 0.00 0.00
57.51 54.54 55.70 53.05 53.75 54.91
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % T00.00 %
54.30 % 55.72 % 56.73 % 56.98 % 53.75 % 55.49 %
0.21 0.27 0.29 0.30 0.32 0.28
45.49 44.01 42.98 42.72 45.93 44.23
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
53.41 % 54.11 % 57.05 % 56.59 % 54.21 % 55.08 %
0.01 0.02 0.02 0.02 0.09 0.03
46.58 45.87 42.93 43.39 45.70 44.89
100,00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
47.60 % 48.93 % 52.84 % 5412 % 59.57 % 52.61 %
0.00 0.00 0.00 0.00 0.00 0.00
52.40 51.07 47.16 45.88 40.43 47.39
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
50.39 % 52.04 % 52.51 % 47.93 % 41.88 % 48.95 %
0.00 0.00 0.00 0.00 0.00 0.00
49.61 47.96 47.49 52.07 58.12 51.05
100.00 % 100.00 % T00.00 % 100.00 % 100.00 % 100.00 %
49.03 % 53.05 % 49.32 % 50.59 % 46.94 % 49.79 %
0.21 0.30 0.34 0.35 0.39 0.32
50.76 46.65 50.34 49.06 52.67 49.89
100.00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
4353 % 4312 % 43.91 % 47.35 % 49.10 % 45.40 %
1.02 1.06 1.07 1.24 1.22 1.12
55.45 55.82 55.02 51.41 49.68 53.48
100,00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
55.39 % 56.63 % 53.79 % 4952 % 46.08 % 52.28 %
0.00 0.00 0.00 0.00 0.00 0.00
44.61 43.37 46.21 50.48 53.92 47.72
T00.00 % 100.00 % T00.00 % 100.00 % 100.00 % 100.00 %
45.98 % 47.16 % 48.28 % 47.16 % 55.31 % 48.78 %
0.00 0.00 0.00 0.00 0.00 0.00
54.02 52.84 51.72 52.84 44.69 51.22
100,00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
49.12 % 50.69 % 50.97 % 50.80 % 50.35 % 50.39 %
0.16 0.18 0.19 0.21 0.22 0.19
50.72 49.13 48.84 48.99 49.43 49.42
100,00 % 100.00 % 100.00 % 100.00 % 100.00 % 100.00 %
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Carolina Water Services, Inc.
Indicated Common Equity Cost Rate Using the Discounted Cash Flow Model for
the Proxy Group of Nine Water Companies
1 2 3 4 5 6 z 8
Yahoo!
Value Line Reuters Mean Zack's Five Finance Average
Projected Consensus Year Projected Projected Indicated
Average Five Year Projected Five Projected Five Year Five Year Adjusted Common
Dividend Growth in Year Growth Growth Growth in Growth in Dividend Equity Cost
Proxy Group of Nine Water Companies Yield (1) EPS (2) Rate in EPS Rate in EPS EPS EPS (3) Yield (4) Rate (5)
American States Water Co. 294 % 6.00 % 2.00 % 2.00 % 2.00 % 3.00 % 298 % 5.98 %
American Water Works Co., Inc 2.73 10.00 8.50 7.20 7.45 8.29 2.84 11.13
Aqua America, Inc. 2.46 8.00 7.40 5.30 5.80 6.63 2.54 9.17
Artesian Resources Corp. 3.76 NA NA NA 4.00 4.00 3.84 7.84
California Water Service Group 3.14 6.50 NA 6.00 6.00 6.17 3.24 9.41
Connecticut Water Service, Inc. 3.16 5.50 5.00 5.00 5.00 5.13 3.24 8.37
Middlesex Water Company 3.65 4.00 NA NA 2.70 3.35 3.71 7.06
SJW Corporation 2.64 7.50 NA NA 14.00 10.75 2.78 13.53
York Water Company 2.70 4.00 NA NA 4.90 4.45 2.76 7.21
Average 8.86 %
Median 8.37 %
Average of Average and Median Results: 8.62 %
NA= Not Available
NMF = Not Meaningful Figure
Notes:

Source of Information:

(1) Indicated dividend at 10/31/2013 divided by the average closing price of the last 60 trading days ending
10/31/2013 for each company.

(2) From pages 2 through 10 of this Schedule.

(3) Average of columns 2 through 5 excluding negative growth rates.

(4) This reflects a growth rate component equal to one-half the conclusion of growth rate (from column 6) x column 1
to reflect the periodic payment of dividends (Gordon Model) as opposed to the continuous payment. Thus, for
American States Water Co. , 2.94% x (1+( 1/2 x 3.00%) ) = 2.98%.

(5) Column 6 + column 7.

Value Line Investment Survey
www.reuters.com Downloaded on 11/01/2013
www.zacks.com Downloaded on 11/01/2013
www.yahoo.com Downloaded on 11/01/2013
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HIds(000) 24066 24964 24268 TPk ARRRTRR RERRRRERRREFREADARAAN [ rerrrTrersdf LT ErsgllLkee Im Sy 662 1102
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 |2009 2010 [2011 [2012 [2013 [2014 | ©VALUELINEPUB.LLC|16-18
5.72 551 6.45 6.08 6.53 6.89 6.99 6.81 7.03 7.88 8.75 9.21 9.74 | 1071 | 1112 | 1212 | 1230 | 1250 |Revenues per sh 12.75
92 1.02 113 110 1.26 127 1.04 111 132 145 1.65 1.69 1.70 211 213 2.48 2.60 2.65 | “Cash Flow" per sh 3.20
52 54 60 64 67 67 39 53 66 67 81 78 81| 111 | 112| 141| 150| 155 |Earnings persh A 170
42 42 43 43 43 44 44 44 45 46 48 50 51 52 55 64 6 .83 | Div'd Decl'd per sh Ba 95
129 1.56 2.15 151 1.59 1.34 1.88 251 2.12 1.95 145 2.23 2.09 212 213 177 2.15 2.20 |Cap'l Spending per sh 210
5.62 5.74 591 6.37 6.61 7.02 6.98 751 7.86 8.32 8.77 8.97 9.70 | 10.13 | 1084 | 11.80 | 11.85| 12.50 |Book Value persh 14.25
26.87 | 2687 | 26.87| 30.24| 3024 | 30.36| 3042 | 3350 | 33.60 | 34.10 | 34.46 | 34.60 | 37.06 | 37.26 | 37.70 | 3853 | 39.00 | 40.00 [Common Shs Outst'g © | 44.00
145 155 171 15.9 16.7 18.3 319 232 219 21.7 240 22.6 21.2 15.7 154 14.3 | Bold figjres are |[Avg Ann’l P/E Ratio 195
84 81 97| 103 86| 100| 18| 123| 117| 150 | 127| 136 | 141| 100 97 91| \ValuelLine |Rglative P/E Ratio 130
55% | 50%| 4.2%| 42% | 39% | 36%| 35% | 36% | 3.1% | 25% | 25% | 29% | 29% | 3.0% | 32%| 31% | =" |AvgAnn'l Divd Yield 31%
CAPITAL STRUCTURE as of 6/30/13 2127 | 2280 | 2362 | 268.6 | 3014 | 318.7 | 361.0 | 3989 | 419.3| 466.9 480 500 |Revenues ($mill) 560
Total Debt $335.8 mill. Due in 5 Yrs $10.6 mill. 119| 165 225| 231| 280 | 268 | 295 | 414 | 420| 541| 580| 60.0 |Net Profit ($mill) 73.0
LT Debt $332.4 mill. LT Interest $8.0 mil. 435% | 374% | 47.0% | 405% | 42.6% | 37.8% | 38.9% | 43.2% | 41.7% | 39.9% | 40.0% | 40.0% |Income Tax Rate 40.0%
(LT interest earned: 5.2x: total interest )
coverage: 4.9x) (42% of Cap) o | - | 122% | 85% | 69% | 32% | 58% | 20% | 25%| 25% | 25% |AFUDCY%to NetProfit | 25%
Leases, Uncapitalized: Annual rentals $3.0 mill. 52.0% | 47.7% | 50.4% | 48.6% | 46.9% | 46.2% | 45.9% | 44.3% | 45.4% | 42.2% | 43.0% | 43.0% Long-Term Debt Ratio 43.0%
Pension Assets-12/12 $107.6 mill. 48.0% | 52.3% | 49.6% | 51.4% | 53.1% | 53.8% | 54.1% | 55.7% | 54.6% | 57.8% | 57.0% | 57.0% |Common Equity Ratio 57.0%
Oblig. $163.2 mill. 4423 | 4804 | 5325 | 5516 | 569.4 | 577.0 | 6650 | 677.4 | 749.1| 787.0| 805| 875 [Total Capital ($mill) 1025
Ef;’msr;%%kgggﬁ-sg 638,804 s 602.3 | 664.2 | 7132 | 750.6 | 7764 | 8253 | 8664 | 855.0 | 8965 | 917.8| 940 | 985 |Net Plant ($mill) 1100
as of 8/6/13 (Reflects 2-for-1 stock split paid 46% [ 52% | 54% | 60% | 67% | 64% | 5%% | 7.6% | 7.1%| 83% | 7.0% | 7.0% [Returnon Total Capl 6.5%
9/3/13) 56% | 6.6% | 85% | 8.1% | 9.3% | 8.6% | 8.2% | 1L0% | 10.3% | 11.9% | 12.5% | 12.0% |Return on Shr. Equity 11.5%
MARKET CAP: $1.0 billion (Mid Cap) 5.6% | 66% | 85% | 81% | 9.3% | 86% | 82% |11.0% | 10.3% | 11.9% | 12.5% | 12.0% |Return on Com Equity 11.5%
CURRENT POSITION 2011 2012 6/30/13 NMF | 1.0% | 28% | 27% | 3.9% | 3.1% | 32% | 58% 53% | 6.6% | 6.0% | 6.0% |Retainedto Com Eq 5.0%
(SMILL.) 113% 84% | 67% 67% 58% 64% | 61% | 47% 49% 45% | 51% 54% |All Div'ds to Net Prof 56%
Cash Assets 1.3 235 8.5
Other 164.3 _160.5 _172.6 | BUSINESS: American States Water Co. operates as a holding ers in the city of Big Bear Lake and in areas of San Bernardino
Current Assets 165.6 184.0  181.1 | company. Through its principal subsidiary, Golden State Water —County. Sold Chaparral City Water of Arizona (6/11). Has 728 em-
Accts Payable 379 406 55.2 | Company, it supplies water to more than 250,000 customers in 75 ployees. Officers & directors own 2.9% of common stock (4/12
Bﬁ?érD”e 662 43% 4%@ communities in 10 counties. Service areas include the greater Proxy). Chairman: Lloyd Ross. President & CEO: Robert J.
Current Liab. 104:4 93:7 102:4 metropolitan areas of Los_ Anggles an_d Orange Counties. The com-  Sprowls. Inc: CA. Addr: 630 East Foothill Boulevard, San Dimas,
Fix. Chg. Cov. 401%  442%  450% | Pany also provides electric utility services to nearly 23,250 custom-  CA 91773. Tel: 909-394-3600. Internet: www.aswater.com.
ANNUAL RATES  Past Past Est'd’'10-12| Nonutility operations are a key com- ness, American States earnings might ex-
of change (persh) 10Yrs.  5Yrs.  to’'16'18 | ponent of American States Water. Last perience greater swings than in the past.
Revenues SR dom &% | year, its nonregulated subsidiary, Amer- Meanwhile, core regulated operations
Eamings 630 115% 60w | ican States Utilities Services (ASUS), ac- are doing fine. Due mostly TO a recent
Dividends 3.0% 45%  9.0% counted for $0.39 a share, or 28% of the rate increase granted to Golden State
Book Value 50% 55% 20% | company’s share net. This percentage was Water (the main water utility), earnings
Cal- QUARTERLY REVENUES ($ mill.) rull | easily the highest among the eight water growth should be somewhere in the 5%-7%
endar |Mar.31 Jun. 30 Sep.30 Dec.31| Year | utilities that Value Line follows. range. Indeed,
2010 | 884 955 1113 1037 | 3989 Estimating future profits from these We’'re raising our earnings projections
2011 | 943 1098 1199 953 | 419.3| businesses will be more difficult in again. For the second straight quarter,
2012 1076 1143 1335 1115 | 4669 the years ahead. The core of the ASUS American States share net exceeded ex-
2013 1105 1207 135 1138 | 480 | profits has come from operating and pectations in the June period. As a result,
2014 | 115 125 140 120 | 500 | maintaining water services at eight U.S. we are nudging the company’s earnings-
cal- EARNINGS PER SHARE A Ful | military bases. Some analysts on Wall per-share estimates higher by $0.05 in
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | Street believe that 2012 was perhaps the 2013, and $0.10 in 2014, respectively.
2010 23 24 31 33 | 111| peak earnings year for ASUS, but we (Please note that all figures on the page
2011 19 34 42 17 | 112 think that these projections are conserva- have been changed to reflect the two-for-one
2012 27 40 49 26 | 141| tive. True, the company's backlog of new stock split paid on September 3rd.)
2013 | 3% 48 48 241 150 projects isn't large. However, with a sub- American States’ shares offer slightly
2014 | 33 42 55 30 | 160| stantial number of military facilities yet to better-than-average potential long-
Cal- | QUARTERLY DIVIDENDS PAID Bx Full | be privatized, we believe that ASUS' good term returns for a water utility. The
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | reputation with the Department of De- current yield is typical for the industry,
2009 | 125 125 125 13 51| fense will greatly help it win a fair share but dividend growth prospects are higher
2010 | .13 13 13 13 52| of future contracts. Thus, we think earn- than the group norm. Moreover, the com-
2011 | 13 14 14 4 55| ings of between $0.40 a share and $0.50 a pany is the third-largest water utility we
2012 | .14 14 178 178 64 | share from this segment are attainable to follow, and is the only one that rates an A
2013 | 1718 178 203 the 2016-2018 pull. Since winning con- Financial Strength Rating.
tracts is less predictable than its core busi- James A. Flood October 18, 2013
(A) Primary earnings. Excludes nonrecurring | add due to rounding. (C) In millions, adjusted for splits. Company’s Financial Strength A
gains/(losses): '04, 7¢; '05, 13¢; '06, 3¢; '08, | (B) Dividends historically paid in early March, Stock’s Price Stability 90
(14¢); 10, (23¢) '11, 10¢. Next earnings report | June, September, and December. = Div'd rein- Price Growth Persistence 75
due early November. Quarterly egs. may not | vestment plan available. Earnings Predictability 90

© 2013 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

To subscribe call 1-800-833-0046.
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1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 RO06E | 2007 [2008 | 2009 2010 [2011 [2012 [2013 [2014 | ©VALUELINEPUB.LLC|16-18

1308 | 1384 | 1461 | 1398 | 1549 | 1518 | 16.25| 16.60 | 17.50 |Revenues per sh 20.25
65 d.47 2.87 2.89 3.56 373 427 4.45 4.70 |“Cash Flow" per sh 5.25
d97 | d214 | 110 | 125 | 153 172 | 211| 220| 240 |Earnings persh A 2.90
-- 40 82 .86 91 .96 1.06 1.20 (Div'd Decl'd per sh B= 1.40
431 474 | 631 450 | 438 527 | 525 5.35| 5.35 [Cap'l Spending per sh 5.50

2386 | 2839 | 25.64 | 2291 | 2359 | 2411 | 2510 | 26.40 | 27.50 |Book Value per sh P 30.00

160.00 | 160.00 | 160.00 | 174.63 | 175.00 | 175.66 | 176.99 | 178.50 | 180.00 |Common Shs Outst'g g ¢ 185.00
-- -- 18.9 15.6 14.6 16.8 16.7 | Bold figyres are |Avg Ann’l P/E Ratio 185

114 | 104 93| 105| 107 | \ValuelLine Relative PIE Ratio 125
19% | 42% | 38% | 31% | 27% | ="P*  |Avg Ann'l Div'd Yield 2.7%

CAPITAL STRUCTURE as of 6/30/13 2093.1 | 2214.2 | 2336.9 | 2440.7 | 2710.7 | 2666.2 | 2876.9 | 2960 | 3150 |Revenues ($mill) 3750
Total Debt $5761.0 mil. Due in 5 Yrs $1034.0 mil. d155.8 | d342.3 | 187.2 | 209.9 | 267.8 | 3049 | 3750 | 390 | 430 |Net Profit ($mill) 535
L‘;olt)aelli)r:tzlrsels?ocgvgrlg e_ﬂ'xme'es‘ $53§;%fmc"a | T [ 374% | 37.9% | 404% | 39.5% | 40.7% | 40.0% | 40.0% |Income Tax Rate 20.0%
( ge: 449 (53% o -- - -- -- -- | 125% | 6.2% | 8.0% | 10.0% |AFUDC % to Net Profit 12.0%
Leases, Uncapitalized: Annual rentals $28.1 mill. 56.1% | 50.9% | 53.1% | 56.9% | 56.8% | 55.7% | 53.8% | 54.0% | 54.0% Long-Term Debt Ratio 54.5%
Pension Assets $1157.7 mill 43.9% | 49.1% | 46.9% | 43.1% | 43.2% | 44.2% | 46.0% | 46.0% | 46.0% |Common Equity Ratio 45.5%

_ Oblig. $1621.2 mill 8692.8 | 9245.7 | 8750.2 | 9289.0 | 9561.3 | 9580.3 | 9652.7 | 10300 | 10800 |Total Capital ($mill) 11800

Pfd Stock $17.6 mill.  Pfd Div'd $.7 mill 87206 | 9318.0 | 9991.8 | 10524 | 11059 | 11021 | 11739 | 12300 | 12800 |Net Plant ($mill) 14200
Common Stock 177,964,133 shs. NMF | NMF | 37% | 38% | 44% | 48% | 55% | 55% | 55% |Returnon Total Cap'l 6.0%
as of 8/1/13 NMF [ NMF | 46% | 52% | 65% | 7.2% | 84% | 80% | 85% [Returnon Shr. Equity 9.5%

NMF | NMF | 46% | 52% | 65% | 7.2% | 84% | 8.0% | 85% |Returnon Com Equity 9.5%

MARKET CAP: $7.1 billion (Large Cap) NMF | NMF | 30% | 18% | 28% | 35%| 46% | 45% | 45% |Retained to Com Eq 4.5%
CUF(({;ELI\P; POSITION 2011 2012 6/30/13 34% | 65% 56% 52% 45% | 48% 50% |All Div'ds to Net Prof 50%
Cash Assets 14.2 24.4 20.4 | BUSINESS: American Water Works Company, Inc. is the largest accounting for 22.2% of revenues. Has roughly 7,000 employees.
Other 1383.5 4750 5254 | investor-owned water and wastewater utility in the U.S., providing Depreciation rate, 2.6% in '12. BlackRock, Inc., owns 10.3% of the
Current Assets 1397.7 4994 5458 | services to over 14 million people in over 30 states and Canada. Its common stock outstanding. Off. & dir. own less than 1% (3/13
/I-J\ctl:)ttsDPayable éﬁgg %ggg %ggg nonregulated business assists municipalities and military bases  Proxy). President & CEO; Jeffry Sterba. Chairman; George Mack-
O?her ue 7015 3203 2906 with the maintenance and upkeep as well. Rggl_JIate_d operations  enzie. Address: 1025 Laurel Oak Road, Voorhees, NJ 08043. Tele-
Current Liab. 14801 ~994.8 10493 | Made up 89.1% of 2012 revenues. New Jersey is its biggest market phone: 856-346-8200. Internet: www.amwater.com.

Fix. Chg. Cov. 256% 292% 300% | American Water Works continues to American Water’s construction budg-
ANNUAL RATES  Past Past Est'd’10-12| do a good job of staying on the right et should be large but manageable.
gchangemersh) 10Yrs. 5?&/ tﬂg%éﬁ side of regulators. The company must Capital expenditures will probably be close

e T NME &sw | contend with 30 different state regulatory to $1 billion a year over the next 3- to 5-
Earnings -- -- 10.0% | commissions in order to recoup the large year period, due to the need to upgrade
Dividends - -~ 90% | sums that it is investing in its individual and repair the company’s aging infrastruc-
Book Value - 15%  45% | water systems located throughout the ture. Internally generated funds will prob-

Cal- QUARTERLY REVENUES ($ mill.) Full | country. The utility’s basic formula for ably cover only about 75% of the outlays
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | success in dealing with regulators has over this time frame. As a result, Amer-

2010 | 5881 6712 7869 664.5| 2710.7] been to keep costs low. This feat has been ican Water will most likely have to issue

2011 | 59%.7 6688 7609 639.8|2666.2 achieved by improving operating margins more debt to make up the difference.

2012 | 6187 7456 8318 6808| 28769 and continually reducing expense ratios, a American Water’s earnings and divi-

2013 | 6361 7243 890 7096/ 2960 | trend we expect to continue. Indeed, effec- dend growth prospects are good. The

2014 | 670 775 945 760 | 3150 | tjve cost containment makes it much more combination of efficient operations, in-

Cal- EARNINGS PER SHARE A Full | difficult for state commissions to deny organic growth, and greater contributions
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year | much needed rate increases. from nonutility businesses should enable

2010 18 42 11 23 | 153| Expansion via acquisitions will annual earnings and dividend increases in

2011 | 23 42 783 32| L72| remain a key element to American the 7% to 10% range (versus about 5% for

2012 | 28 66 .87 30 | 211} water’s long-term growth. The compa- the industry) for the foreseeable future.

2013 1 32 57 90 A4l 220| ny should continue to scoop up some of the Long-term, income-oriented investors

2014 35 65 100 A0 | 240 small water utilities that cash-strapped might like these shares. The yield on

Cal- | QUARTERLYDIVDENDSPAIDB= | Full | municipalities are willing to sell. Sixteen AWK’s stock is close to the industry norm,
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | purchases were made last year and 10 yet its dividend growth prospects are well

2009 | .20 20 21 2 82| have already been completed so far in above-average. So, even though the stock

2010 | .21 21 2 22 86| 2013. It is American Water’s expertise in is currently not timely, it still holds more

201 22 23 23 .23 91 | integrating these new entities into its ex- appeal than most water utilities to the

2012 | .23 28 255 9 | isting operations and reducing overhead pull to 2016-2018.

2013 |25 228 that is behind its leaner cost structure. James A. Flood October 18, 2013
(A) Diluted earnings. Excludes nonrecurring | Quarterly earnings may not sum due to round- | 2012: $1.207 billion, $6.82/share. (E) Pro [ Company’s Financial Strength B+
losses: '08, $4.62; '09, $2.63; '11, $0.07. Dis- | ing.(B) Dividends paid in March, June, Septem- | forma numbers for '06 & '07. Stock’s Price Stability 95
continued operations: '06, (4¢); '11, 3¢; '12, | ber, and December. = Div. reinvestment avail- Price Growth Persistence 90
(10¢). Next earnings report due late October. | able.(C) In millions.(D) Includes intangibles. In Earnings Predictability 20
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RECENT railing: 22.7 RELATIVE DIVD
AQUA AMERICA wyser 52 23,97 [ 20.3Ca 2)[EE L15PE 260 DA |
TMELNESs 3 weesszns | OV 129 134 108 R4 BRI Bl G 123|133 23] B8] %06 Target Price Range
SAFETY 2 Raised 420012 LEGENDS
3 pa T ety e At 64
TECHNICAL Raised 9/13/13 - Rl gnce g ] 5-fol-4 18
BETA .60 (1.00 = Market) 5-for-4 spiit 1. AT R 40
2016-18 PROJECTIONS Shora ﬁ?%é 4or-3 - 2
Ann'l Total | 4for-3 split 12/05 [ el L 2
Price.  Gain  Return ?)f%roﬁsSthésgm . m : - . d %0
Insider Decisions T ol .
NDJFMAMIJ |||'|'III'III [ l 6
wBly 000000000 -
Options 0 1 3220013 o o Dl ol o | 6
losl_ 002000020 B S e BTSN oy T o e % TOT. RETURN 9/13
Institutional Decisions Bt T . THIS  VLARITH
402012 1Q2013  2Q2013 Percent 15 0a®® il . ST207C5 Ir\;DlB; L
e BN v BN 1SN v ] B s Ml T YT e T 3y 643 601 [
HdS(000) 83877 82403 82501 Lol LTy ot s TTERRERECCCCFTATAN Ty Sy 1007 1102
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 |2009 2010 [2011 [2012 [2013 [2014 | ©VALUELINEPUB.LLC|16-18
1.61 1.67 1.93 1.97 2.16 2.28 2.38 2.78 3.08 3.23 361 371 393 421 410 432 4.45 4.60 |Revenues per sh 4.95
45 49 58 .61 .69 .76 N 87 97 1.01 110 114 1.29 142 145 151 1.60 1.70 |“Cash Flow” per sh 1.85
21 32 33 37 41 43 46 51 57 56 57 58 62 72 83 87| 115| 1.25 |Earnings persh A 145
19 20 22 23 24 .26 28 .29 32 .35 .38 41 A4 A1 .50 54 58 .64 |Div'd Decl'd per sh B= 85
46 .65 72 93 87 .96 1.06 1.23 147 1.64 143 1.58 1.66 1.89 1.90 1.98 2.15 2.15 |Cap'l Spending per sh 215
2.27 2.57 2.74 3.08 332 349 427 471 5.04 5.57 5.85 6.26 6.50 6.81 721 7.90 8.90 9.60 |Book Value per sh 11.50
84.33| 90.25| 13350 | 139.78 | 142.47 | 141.49 | 154.31 | 158.97 | 16121 | 16541 | 166.75 | 169.21 | 170.61 | 172.46 | 173.60 | 17543 | 177.50 | 179.50 |Common Shs Outst'q © | 184.00
17.8 225 21.2 18.2 236 236 245 251 318 34.7 320 249 231 211 213 21.9 | Bold figyres are |Avg Ann’l P/E Ratio 225
103| 117| 121| 118| 121| 129| 140| 133 | 169 | 187 | 170| 150 | 154 | 134 | 134| 140 | ValuelLine  |Relative PJE Ratio 1.50
39% | 29% | 3.0%| 33% | 25% | 25% | 25% | 23% | 1.8% | 18% | 21% | 28% | 31% | 3.1% | 28% | 28% | ="P*  |AvgAnn'l Divd Yield 2.6%
CAPITAL STRUCTURE as of 6/30/13 367.2 | 4420 | 496.8 | 5335 | 6025 | 627.0 | 6705 | 7261 | 7120 | 7578 790 830 |Revenues ($mill) 915
Total Debt $1648.4 mill. Due in 5 Yrs $368.3 mill. 673 800 | 912| 920 950 | 979 | 1044 | 1240 | 1448| 1531 | 205 225 |Net Profit ($mill) 265
LT Debt $1489.8 mil. LT Interest $60.0mil. 73937739 405 | 38.4% | 39.6% | 38.9% | 39.7% | 39.4% | 30.2% | 32.9% | 39.0% | 40.0% | 40.0% |Income Tax Rate 40.0%
et a8 b e e ) Y S 29% | 31% | 3.0%| 30% |AFUDC%to NetProfit | 20%
Pension Assets-12/12 $190.1 mill. 514% 50.0% | 52.0% | 51.6% 554% 541% 556% 566% 52.7% | 52.7% | 50.0% | 50.0% |Long-Term DebtRatio | 50.0%
Oblig. $303.1 mill. | 48.6% | 50.0% | 48.0% | 48.4% | 44.6% | 45.9% | 44.4% | 43.4% | 47.3% | 47.3% | 50.0% | 50.0% |Common Equity Ratio 50.0%
Pfd Stock None 1355.7 | 1497.3 | 1690.4 | 1904.4 | 2191.4 | 2306.6 | 2495.5 | 2706.2 | 2646.8 | 2929.7 | 3150 | 3450 |Total Capital ($mill) 4230
g_g';}";?2"6/51‘30C(ngﬁgég%‘_‘f?rj“:{ggkSpm paid | 18243 | 20698 | 22800 | 25060 | 21928 | 29974 | 32273 | 34693 | 36129 | 39362 | 4150 | 4350 |Net Plant (Smil) 4900
913 64% | 67% | 69% | 64% | 59% | 5.% | 56% | 59% | 69% | 66% | 6.0% | 6.0% |ReturnonTotal Capl | 65%
MARKET CAP: $4.2 billion (Mid Cap) 102% | 10.7% | 11.2% | 10.0% | 9.7% | 9.3% | 9.4% |10.6% | 11.6% | 11.0% | 12.0% | 12.0% |Return on Shr.Equity | 12.5%
CURRENT POSITION 2011 2012 6/30/13 | 102% | 10.7% | 112% | 10.0% | 9.7% | 9.3% | 9.4% | 106% | 11.6% | 11.0% | 12.0% | 12.0% |Return on Com Equity | 12.5%
(SMILL.) 42% | 46% | 49% | 37% | 32% | 28% | 27% | 3.7% | 46% | 43% | 6.0% | 6.0% |Retained to Com Eq 5.0%
cash Assets &2 30 a3 | s9% | 5T | 56% | 63% | 67% | 70% | 72% | 65% | 60% | 61% | 52% | 52% |All Divds to Net Prof 59%
In%eenrtory (AvgCst) 2%% 1%%? 1(1)%2 BUSINESS: Aqua America, Inc. is the holding company for water & other, 23.4%. Officers and directors own 1.4% of the common
Current Assets 320‘5 260'9 221-6 and . ater utiliti_es tha_t serve approximately_ th_ree million resi-  stock; Blackrock, Inc, 6.3%; State Stre_et Capital Corp., 5.7_%;
Accts Payable 68:3 55:5 47:0 dents in Pennsylvamaj Ohio, Nonh_CaroIma, llinois, Texas, New Var_1guard _Group 5.6% (4/1_3 _Proxy). Chairman & Chief Ex_ecunve
Debt Due 80.4 1254 1586 | Jersey, Florida, Indiana, and five other states. Acquired Officer: Nicholas DeBenedictis. Incorporated: Pennsylvania. Ad-
Other 277.0 93.3  101.1 | AquaSource, 7/03; Consumers Water, 4/99; and others. Water sup-  dress: 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania
Current Liab. 4257 2742 306.7 | ply revenues '12: residential, 60.5%; commercial, 16.1%; industrial  19010. Telephone: 610-525-1400. Internet: www.aquaamerica.com.
Fix. Chg. Cov. 367% 398% 398% [ anqua America’s main long-term stra- been adjusted for the recent five-for-four
AfNrE“UA'- RAEES Past  Past Est'd’10'12| tegy is to grow through acquisitions. stock split) was much higher than that of
ochange fpersh) - 104s - S¥s, 0618 | The United States is filled with thousands a typical utility. Thanks in part to the
“Cash Flow” 85% 80% 45% | of small water utilities that are run by lo- company’s low payout ratio, we estimate
Eamings 65%  45%  80% | cal municipalities. Due to the lack of that the annual dividend hike will average
Mo Iow  80% 8% | proper maintenance, many of the facilities about 10% for the foreseeable future.
- are in terrible shape. Since a large number Nonutility operations will play a
Cal- | QUARTERLY REVENUES (§ mill) Full | of local governments are financially larger role in the company’s future.
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | syrapned, they find it more advantageous Aqua America recently completed another
2010 11605 1785 2078 1793 | 726.1| to sell their water systems to entities that extension of its water pipeline in Pennsyl-
2011 11636 1783 1973 1727 | 7120 | haye both greater managerial experience vania. The pipeline is used to supply water
ggg iggg %gé; g%gg %325 ;ggg and the financial wherewithal to invest to natural gas producers drilling in the
2014 |19 215 225 200 g30 | the funds required for the systems to oper- Marcellus Shale. We expect the company
ate properly. Aqua America bought 18 new to become much more involved in con-
Cal- EARNINGS PER SHARE A Ful | companies last year and should add a structing pipelines because this is a more
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | ojmijar number of new utilities in 2013. efficient way of providing the water
2010 13 18 26 15 72| Aqua America has been successful needed for drilling than by using trucks.
ggﬁ ig gi %‘é %g gg driving synergies through acquisi- Investors have to pay a slight premi-
2013 % 20 %4 5 | 115/ tions. Historically, many of the opera- um for these shares. The average yield
2014 5 k) 0 28 | 125| tional benefits promised to shareholders of for a water utility is close to 3%. Thus,
5 companies involved in acquisitions never WTR’s payout is about 40 basis points
Cal- | QUARTERLYDIVDENDSPAIDE= | Full | take place. However, Aqua America has lower than the industry norm. We believe
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | n.ven that it can purchase other water that this is a very reasonable price to pay
2009 | 108 108 108 116 | 44] ytilities and slash redundant overhead for the company’s robust dividend growth
2000 | 116 116 116 124 | 47 costs to improve operating margins. prospects, which should provide better-
ggﬁ i%g %‘; %‘; 'ﬁz gg Dividend growth prospects are excel- than-average total returns for a water util-
2013 | 14 ] 5 : lent. Last quarter's 9% hike in the ity over the pull to 2016-2018.
' ‘ ' quarterly payout (all of our numbers have James A. Flood October 18, 2013

(A) Diluted egs. Excl. nonrec. gains (losses):
'99, (9¢); 00, 2¢; '01, 2¢; '02, 4¢; '03, 3¢; '12,
18¢. Excl. gain from disc. operations: '12, 7¢;

'13, 3¢. May not sum due to rounding. Next
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avai

earnings report due late October.
(B) Dividends historically paid in early March,
June, Sept. & Dec. = Div'd. reinvestment plan

lable (5% discount).

(C) In millions, adjusted for stock splits.

Company’s Financial Strength B++
Stock’s Price Stability 100
Price Growth Persistence 70
Earnings Predictability 100

To subscribe call 1-800-833-0046.
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RECENT 22 18 TRAILING 22 2 RELATIVE 1 15 DIVD 3 7(y
ARTESIAN RES. CORP. oo.ena [F2' 22,1845 222 £ 1165 3.7%
RANKS 22.62 22.33 20.67 19.31 18.73 19.59 19.99 24.43 24.27 High
17.20 17.90 18.26 13.00 12.81 16.43 15.16 18.20 21.52 Low
Above
perFoRuANCE 2 vesge || uteENee | | : I P PRI e 5
Technical 2 Average - - - Rel Price Strength i [ 11 < === T
|| 3-for-2 split 7/06 L 13
SAFETY 3 Average Shaded area md\cines recession . N
BETA .60 (1.00 = Market) R T e - 8
Financial Strength B : 3
Price Stability 95 2
Price Growth Persistence 60
) - - ” 1 — 450
Earnings Predictability 85 L T O G VoL,
T AT T T A v A i i (thous)
© VALUE LINE PUBLISHING LLC 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014/2015
SALES PER SH 7.52 7.77 7.20 7.59 8.11 8.48 7.56 8.10 --
“CASH FLOW" PER SH 1.56 1.75 157 1.65 1.84 1.92 1.64 2.04 -
EARNINGS PER SH .81 .97 .90 .86 .97 1.00 .83 1.13 1.05A8 1.23 /NA
DIV'DS DECL'D PER SH .58 .61 .66 71 .72 .75 .76 .79 -
CAP’L SPENDING PER SH 3.35 5.08 3.66 6.09 2.32 2.57 1.83 2.36 -
BOOK VALUE PER SH 9.60 10.15 11.66 11.86 12.15 12.44 13.12 13.57 -
COMMON SHS OUTST'G (MILL) 6.02 6.09 7.30 7.40 7.51 7.65 8.61 8.71 --
AVG ANN'L P/E RATIO 24.2 20.3 215 20.1 16.4 18.2 225 18.3 211 18.0/NA
RELATIVE P/E RATIO 1.28 1.10 1.14 1.21 1.09 1.16 1.41 1.17 -
AVG ANN'L DIV'D YIELD 2.9% 3.1% 3.4% 4.1% 4.5% 4.1% 4.1% 3.8% -
SALES ($MILL) 453 47.3 525 56.2 60.9 64.9 65.1 70.6 - Bold figures
OPERATING MARGIN 100.0% 45.6% 45.6% 45.1% 46.9% 46.5% 45.5% 48.7% - are consensus
DEPRECIATION ($MILL) 4.4 4.6 5.2 5.8 6.6 7.0 7.4 7.9 - earnings
NET PROFIT ($MILL) 5.0 6.1 6.3 6.4 7.3 7.6 6.7 9.8 - estimates
INCOME TAX RATE 39.9% 39.0% 39.8% 40.8% 40.1% 40.0% 40.8% 40.2% - and, using the
NET PROFIT MARGIN 11.1% 12.8% 11.9% 11.4% 11.9% 11.7% 10.4% 14.0% - recent prices,
WORKING CAP'L ($MILL) d1.8 ds.8 25 d20.9 d23.3 d27.9 di1.4 di1.4 - P/E ratios.
LONG-TERM DEBT ($MILL) 92.4 92.1 91.8 107.6 106.0 105.1 106.5 106.3 -
SHR. EQUITY ($MILL) 57.8 61.8 85.1 87.8 91.2 95.1 113.0 118.2 -
RETURN ON TOTAL CAP'L 5.3% 5.8% 5.3% 4.7% 5.2% 5.6% 4.6% 5.9% -
RETURN ON SHR. EQUITY 8.7% 9.8% 7.4% 7.3% 8.0% 8.0% 6.0% 8.3% --
RETAINED TO COM EQ 2.7% 3.8% 2.1% 1.4% 2.1% 2.0% .5% 2.5% -
ALL DIV'DS TO NET PROF 69% 61% 71% 81% 74% 75% 92% 70% -

ANo. of analysts changing earn. est. in last 4 days: 0 up, 0 down, consensus 5-year earnings growth not available. BBased upon 4 analysts’ estimates. CBased upon 4 analysts’ estimates.

ANNUAL RATES

ASSETS ($mill.)

2011
.3
8.6
15
2.9

13.3

435.0
774
357.6
7.8

378.7

2.8
13.8
8.1

24.7

Leases, Uncapitalized Annual rentals NA

Pension Liability $.4 mill. in '12 vs. $.5 mill. in '11

shares

of change (per share) 5Yrs. 1Yr. | cash Assets
Sales 1.5% 7.0% | Receivables
“Cash Flow” 3.0% 24.0% | nventory
Earnings 2.0% 36.0% | Other
Dividends 4.5% 4.0%
Book Value 45% 350 | CurTent Assets
Fiscal | QUARTERLY SALES ($mill) | Full ProgeErty, Plar;t t
quip, at cosf
vear 10 2 R 4Q |vear Accum Depreciation
12/31/11| 14.8 16.5 17.7 16.1 |65.1 | Net Property
12/31/12| 16.7 179 19.0 17.0 |70.6 | Other
12/31/13| 16.3 178 Total Assets
12/31/14
LIABILITIES ($mill.
Fiscal EARNINGS PER SHARE Full | accts Payable($ )
Year 1Q 2Q 3Q 4Q |Year| pept Due
123110| 22 24 38 .16 |100|Other
12/31/11| .14 .23 .26 20 | .83 | Current Liab
12/31/12| .28 .32 33 20 113
12/31/13| .19 .28 34 .25
12/31/14| .20 LONG-TERM DEBT AND EQUITY
Cal- QUARTERLY DIVIDENDS PAID | Full as of 6/30/13
endar | 1Q 2Q 3Q 4Q | Year| Total Debt $116.8 mil.
2010 | 187 188 183 89 | 75 | LTDEPISIOGLIIL
2011 | 19 19 19 193 | .76 9 “ap.
2012 193 .198 .198 203 | .79
2013 .203 .206 .206 .209
INSTITUTIONAL DECISIONS
4Q'12 1Q'13 2Q'13 | Pfd Stock None
to Buy 28 32 31
to Sell 3 26 30 Common Stock 8,781,642
Hld's(000) 3052 3036 3029

INDUSTRY: Water Utility

2012 6/30/13
6 .5

8.7 9.1
14 15
2.8 12
135 12.3
454.4 --
83.8 --
370.6 374.8
7.6 7.6
3917 394.7
35 19
12.6 10.7
88 92
249 21.8

Duein 5 Yrs. NA

(47% of Cap'l)

BUSINESS: Artesian Resources Corporation, through its
subsidiaries, provides water, wastewater, and other services
on the Delmarva Peninsula. It distributes and sells water to
residential, commercial, industrial, municipal, and utility
customers in Delaware, Maryland, and Pennsylvania. The
company also offers water for public and private fire
protection to customers in its service territories. In addition,
it provides contract water and wastewater services, water
and sewer service line protection plans, and wastewater
management services, as well as design, construction, and
engineering services. As of December 31, 2012, the com-
pany served approximately 79,000 metered water customers
through 1,162 miles of transmission and distribution mains.
Has 229 employees. Chairman, C.E.O. & President: Dian C.
Taylor. Address: 664 Churchmans Rd., Newark, DE 19702.
Tel.: (302) 453-6900. Internet:
http://www.artesianwater.com.

J.V.

October 18, 2013

Pfd Div'd Paid None

TOTAL SHAREHOLDER RETURN
Dividends plus appreciation as of 9/30/2013

3 Mos. 6 Mos. 1Yr. 3 Yrs. 5Yrs.

(53% of Cap'l)

0.79% 0.84% -0.68% 31.05% 63.01%
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TMELNESs 4 weeswuns | OV 335 194 130 B3| 24| Ti| B3| B3| RS R7| R3] %3 Target Price Range
SAFETY 3 Lowered72707 | LEGENDS

—— 1.33 x Dividends p sh 64
TECHNICAL 3 Lovered 8123113 dwided by Interest Rate
.-+« Relative Price Strength N 48
BETA .65 (1.00 = Market) 2-for-1 ;pln 6/11 efor ik 40
2016-18 PROJECTIONS %R freas inicate recessions 4 (RN I N AN E— — %
Ann'l Tota — 2%
Price  Gain Return T TR T 20
High 30 (+50%; 13% | ——1 JT ||||III i ﬁ"|“||||' "|||I“'-' (TN TR T TTIE ST R Ak T
Low 20 (Nil 4% T e I
Insider Decisions 1 LT LY TP YO LA LI 12
NDJFMAMIJ
By 00 0 020 0 0 0 0 o 8
Options O O 0 0 0 0 0 0 O plprse ®. o T o | e L6
oSl 000000000 - - . % TOT. RETURN 9/13
Institutional Decisions .~ Sesetone B THIS  VLARITH*
402012 1Q2013  2Q2013 sne® 2" veeels STOCK INDEX

0By Q54 QBG 061 Percent 18 AP Y001 YR y 1y 126 312 [

o Sell 63 39 57 | traded 6 TR WP T TEEITETURIT 0T} Y PN T PRONOAT YY1 0 PO II| 3yr. 216 601 [
HIds(000) 22078 26409 26677 Y AYTY A v eeereeeer e TR ERERC L AR, ARRRRCRLY IIIIIIIIIIIIIIIIII[I] Il Sy 243 1102
1997|1998 | 1999 | 2000 | 2001 | 2002 2005 | 2006 | 2007 {2008 [2009 [2010 |2011 [2012 [2013 |2014 | ©VALUELINEPUB.LLC|16-18

7.74 7.38 7.98 8.08 8.13 8.67 8.18 8.59 8.72 8.10 8.88 9.90 | 1082 | 11.05 | 12.00| 1334 | 1255 14.15 |Revenues persh 16.00
1.46 1.30 137 1.26 110 132 1.26 142 1.52 1.36 1.56 1.86 1.93 1.93 2.07 2.32 2.05 2.25 |“Cash Flow" per sh 2.75
.92 73 77 .66 47 63 61 73 74 67 .75 .95 98 91 86 102 80 | 105 |Earnings per sh A 1.35
.53 54 54 .55 .56 56 56 57 57 58 .58 59 59 .60 .62 .63 64 .68 |Div'd Decl'd per shB = 90
1.30 1.37 172 1.23 2.04 291 2.19 1.87 2.01 2.14 1.84 241 2.66 297 283 3.04 2.65 2.90 |Cap'l Spending per sh 3.00
6.50 6.69 6.71 6.45 6.48 6.56 122 783 7.90 9.07 9.25 972 | 1013 | 1045 | 10.76 | 11.28 | 13.40 | 13.85 |Book Value per sh © 15.00
2524 | 2524 | 2587 | 30.29| 30.36| 30.36| 33.86| 36.73 | 36.78 | 4131 | 4133 | 4145 | 4153 | 4167 | 4182 | 4198 | 47.75| 48.00 |Common Shs Outst'g D 50.0
12.6 17.8 17.8 19.6 211 19.8 22.1 20.1 249 29.2 26.1 19.8 19.7 203 213 17.9 | Bold figjres are |[Avg Ann’l P/E Ratio 19.0
73 93| 101| 127| 139| 108 126| 106| 133| 158| 139 | 119 | 131 | 129| 134| 114 | \VauelLine  |Relative PJE Ratio 1.25
46% | 42%| 40% | 43% | 44% | 45% | 4.2% | 3.9% | 31% | 29% | 30% | 3.1% | 3.1% | 3.2% | 34% | 35% | ="  |AvgAnn'IDivd Yield 3.6%
CAPITAL STRUCTURE as of 6/30/13 2771 | 3156 | 320.7 | 3347 | 367.1 | 4103 | 449.4 | 4604 | 501.8 | 560.0 590 650 |Revenues ($mill) E 800
Total Debt $507.6 mill. Due in 5 Yrs $65.3 mill. 194| 260 272 256| 312| 398| 406 377 | 361| 426| 400| 530 |Net Profit ($mill) 67.0
. . 39.9% | 39.6% | 42.4% | 37.4% | 39.9% | 37.7% | 40.3% | 39.5% | 40.5% | 37.5% | 34.0% | 39.0% |Income Tax Rate 39.0%
e 7ol w60 | 103% | 32% | 33% | 106% | 83% | 86% | 7.6% | 42% | 7% | 80% | 80% | 85% AFUDCYioNetProfit | 10.0%
(43% of Cap'l) 50.2% | 48.6% | 48.3% | 435% | 42.9% | 41.6% | 47.1% | 524% | 51.7% | 47.8% | 42.0% | 46.5% |Long-Term DebtRatio | 50.0%

Pension Assets-12/12 $202.9 mill. 49.1% | 50.8% | 51.1% | 55.9% | 56.6% | 58.4% | 52.9% | 47.6% | 48.3% | 52.2% | 58.0% | 53.5% |Common Equity Ratio 50.0%
Oblig. $402.9 mill. 4984 | 5659 | 568.1 | 670.1 | 6749 | 690.4 | 7949 | 9147 [ 931.5| 9082 | 1050 | 1125 [Total Capital ($mill) 1400

Pfd Stock None 759.5 | 800.3 | 8627 | 9415 | 10102 | 11124 |1198.1 | 12943 | 13811 | 14571 | 1510 | 1575 |Net Plant ($mill) 1825
Common Stock 47,734,035 shs. 56% | 61% | 63% | 52% | 59% | 7.1% | 65% | 55% | 55% | 63% | 55% | 60% [Returnon Total Capl 6.5%
as of 8/1/13 78% | 89% | 93% | 6.8% | 81% | 99% | 9.6% | 86% 8.0% | 9.0% | 7.0% | 80% |Returnon Shr. Equity 9.5%

7.9% | 9.0% | 93% | 68% | 81% | 9.9% | 9.6% | 86% | 80% | 9.0% | 7.0% | 8.0% |Returnon Com Equity 9.5%

MARKET CAP: $950 million (Small Cap) T% | 21% [ 21% | 10% | 18% | 38% | 38% | 3.0% | 23%| 34% | 15% | 3.0% |Retained to Com Eq 3.0%
CUF(1$F’$ELI\ET) POSITION 2011 2012 6/30/13 | 91% | 77% | 78% | 86% | 77% | 61% | 60% | 66% | 71% | 62% | 75% | 62% |All Div'ds to Net Prof 67%
Cash Assets 27.2 38.8 38.8 | BUSINESS: California Water Service Group provides regulated and  breakdown, '12: residential, 66%; business, 18%; public authorities,
Other _86.7 _107.8 _1254 | nonregulated water service to roughly 471,900 customers in 83  4%; industrial, 4%; other 8%. '12 reported depreciation rate: 2.8%.
Current Assets 1139 1466  164.1 | communities in California, Washington, New Mexico, and Hawaii. Has 1,131 employees. President, Chairman, and Chief Executive
/I-J\ctl:)ttsDPayable ég? lggg ‘7125 Main service areas: San Francisco Bay area, Sacramento Valley, Officer: Peter C. Nelson. Inc.; Delaware. Address: 1720 North First
O?her ue 293 50.7 726 Sa_linas \_/alley, San Joaquin Valley &__part_s_ _of Los Angeles. Ac- Street, San Jose, California 95112-4598. Telephone: 408-367-
Current Liab. 1519 2428 1962 | duired Rio Grande Corp; West Hawaii Utilities (9/08). Revenue 8200. Internet: www.calwatergroup.com.

Fix. Chg. Cov. 278% 297% 325% | This will not be an easy year for the water customers (i.e. voters) rates low. On
ANNUAL RATES  Past Past Estd’10-12| California Water Service Group. As ex- balance, we estimate the final decision will
ofchange (persh)  10vrs.  S¥is. 1016418 | pected, the utility posted its second- be fairly reasonable. The allowed return
Revenues . 2% 1% 3% | consecutive year-over-year negative earn- on equity will most likely be low on a rela-
Earnings 50% 55%  6.5% ings comparison in the June-ended period. tive basis, but the utility will at least have
Dividends L0%  15%  65% | What's more, we expect this trend to con- a good chance of earning it.

Book Value 50% 45%  55% | tinue for the second half of the year. All told, earnings should decline

Cal- | QUARTERLYREVENUES(Smill)E | ruil | What's behind the bad earnings? In sharply in 2013, but rebound in 2014.
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | California, utilities run on three-year reg- Due to the aforementioned reasons, we

2010 | 903 1183 1463 1055 | 460.4 | ulatory cycles. This means that they can think that California Water’'s share net

2011 | 981 1314 1693 1030 | 5018 | only seek rate relief every third year. will plunge 22% this year. Next year, due

2012|1168 1436 1781 1215 | 560.0 | Quite often, by the final year of the cycle, mostly to rate relief, we expect the bottom

2013|1114 1546 190 134 | 590 | expenses have outpaced the higher reve- line to snap back, by $0.25, to $1.05 a

2014 135 165 210 140 | 650 | phyes that were originally permitted. share.

Cal- EARNINGS PER SHARE A Ful | A major rate case is close to being We think that there are other stocks
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | settled. In mid-2012, California filed a in the water utility industry that hold

2010 .05 25 49 12 91| petition with the California Public Utility greater appeal than California Water.

2011 1 03 29 50 .04 86 | Commission (CPUC) seeking to raise its On the plus side, these shares have a yield

2012 |03 31 56 12| 102| rates by 20%. The utility has been in that is nearly 70 basis points greater than

2013 | d03 28 50 .05 | 80| negotiations with the CPUC for months, certain of its peers. Moreover, as a result

2014 05 30 .55 15 | 105§ and it now believes that 95% of the mat- of a large stock issuance earlier this year,

Cal- | QUARTERLYDIVIDENDSPAIDB= | Full | ters involved are resolved. Even though the company’'s finances have improved sig-

endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | many of California Water’s expenses were nificantly. However, the utility's subpar

2009 | 148 148 148 148 59| prudently spent on improving its infra- dividend growth potential over the next

2010 | 149 149 149 149 60 | structure, that doesn’'t mean that its re- several years and the equity's Below Aver-

2011 | 154 154 154 154 62| quest will be automatically approved. age Timeliness rank more than offset

2012 | 1575 1575 1575 1575 | 63| There is a tremendous amount of political these positives, in our opinion.

2013 | 16 16 .16 pressure brought upon regulators to keep James A. Flood October 18, 2013
(A) Basic EPS. Excl. nonrecurring gain (loss): | May, Aug., and Nov. = Div'd reinvestment plan | (D) In millions, adjusted for splits. Company’s Financial Strength B++
‘00, (4¢); '01, 2¢; '02, 4¢; '11, 4¢. Next earn- | available. (E) Excludes non-reg. rev. Stock’s Price Stability 100
ings report due mid-August. (C) Incl. intangible assets. In '12: $18.8 mill., Price Growth Persistence 50
(B) Dividends historically paid in late Feb., $0.44/sh. Earnings Predictability 90
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RECENT PIE Trailing: 205} | RELATIVE DIVD
CONNECT|CUT WATER NDQ-CTWS PRICE 3135 RATIO 18.9(Median: 23.0//| PIE RATIO 107 YLD 32%
High:| 31.1| 30.4| 298| 282| 27.7| 256| 290| 26.4| 279| 201| 328]| 324 i
TIMELINESS 4 Lovered 32913 Low | 203| 240| 238 219| 203| 24| 193 173| 200| 233| 262| 278 Target Price Range
2016 | 2017 |2018
SAFETY 3 Newnnsns LEGENDS
—— 1.30 x Dividends p sh 80
TECHNICAL 3 Lowered 10/11/13 divded by Interest Rale N
.-+« Relative Price Strength -~ 60
BETA .75 (1.00 = Market) 3O»f<‘)r»2 sp'\lln 9/01 =~ 50
ions: No
2016-18 PROJECTIONS h‘aded areas indicate recessions 40
Ann'l Total L —
High P‘{ioce +GS%T’/ Ii%ttl/rn FTLLLIAD || T LALLLITINNT TIIN TR TN . PRATIIL ML o 4 %g
L[I)gw 30 ( (_50/?,; 30/3 nit— ) i T oL L '|!| |I|.||l"" L TR 20
Insider Decisions et 15
NDJFMAMI I o [«
By 02000000 O0p~ L . 10
Options 0 0 0 0 00O 0OO0O “eanern ., . .
Sl 000000000 e e e %TOT. RETURN 913 | '~
Institutional Decisions B N R e THS  VLARTHS
WQu12 102013 2Q2013 STOCK  INDEX |
0By 48 52 39 | Fereent 12 N - - 1y 41 312 [
to Sell 16 39 | traded 4 YT Y T IR NI AN A 3yr. 487 60.1 [
HIds(00) 4069 4336 4492 OO PO PO 7L T LRI CTOTTY PR P09 .0 PO UYL Ty RRELRRRR ARERARERRR SN Sy 335 1102
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 [2008 |2009 2010 [2011 [2012 [2013 [2014 | ©VALUELINEPUB.LLC|16-18
5.67 5.58 5.87 5.70 593 5.77 591 6.04 581 5.68 7.05 724 6.93 7.65 793 7.63 8.65 8.90 |Revenues per sh 11.25
151 1.59 1.65 1.73 1.78 1.78 1.89 1.91 1.62 152 1.90 1.95 1.93 2.04 211 2.10 2.55 2.65 | “Cash Flow” per sh 2.75
100 102 103| 09| 113| 112| 115| 116 88 81| 105| 111| 119| 1213 | 113| 153| 160| 170 |Earningspersh A 180
a7 .78 79 .79 80 81 83 84 85 .86 87 88 .90 .92 94 .96 98 1.01 |Div'd Decl'd per sh B= 111
1.99 112 142 143 1.86 1.98 149 1.58 1.96 1.96 224 2.44 328 3.06 261 2.34 2.75 2.85 |Cap'l Spending per sh 290
8.26 8.52 8.61 8.92 925| 1006 | 1046 | 1094 | 1152 | 11.60 | 11.95| 1223 | 1267 | 1305 | 1350 | 16.89 | 17.25| 17.80 |Book Value per sh D 20.40
6.79 6.80 7.26 7.28 7.65 7.94 797 8.04 8.17 8.27 8.38 8.46 8.57 8.68 876 | 1097 | 11.10| 11.25 [Common Shs Outst'g © | 12.00
12.9 155 18.2 18.2 215 24.3 235 229 28.6 29.0 230 22.2 184 20.7 230 19.4 | Bold figjres are |Avg Ann’l P/E Ratio 20.0
74 81| 104| 118| 110| 133| 134| 121| 152 | 157 | 122| 134| 123| 132 | 144| 124 |Valuelline |Relative P/E Ratio 135
6.0% | 4.9% | 42%| 40% | 33% | 30%| 30% | 3.1% | 34% | 3.6% | 36% | 36% | 41% | 3.9% | 36% | 32% | ="P*  |AvgAnn'l Div'd Yield 3.4%
CAPITAL STRUCTURE as of 6/30/13 47.1 485 475 46.9 59.0 61.3 59.4 66.4 69.4 83.8 95.0 100 |Revenues ($mill) 135
Total Debt $180.2 mill. Due in 5 Yrs $14.8 mill. 9.2 9.4 7.2 6.7 8.8 94| 102 938 99| 136| 175 19.0 |Net Profit ($mill) 21.0
(LTTog??r:tzrlgs?Zowra e_'éTB'X”)‘e’eSt $7.6 mill T7.9% | 229% | -- | 235% | 324% | 27.2% | 105% | 35.2% | 41.3% | 32.0% | 32.0% | 33.0% |Income Tax Rate 35%
0% (49% of Cap') | el el | el AT -] - | 18%| 17%| 20% | 2.0% |AFUDC%to NetProfit | 3.0%
Leases, Uncapitalized;Annual rentals $.2 mill. 435% | 42.8% | 44.9% | 44.4% | 47.8% | 46.9% | 50.6% | 49.5% 53.2% | 49.0% | 49.5% | 49.5% Long-Term Debt Ratio 48.5%
Pension Assets $45.4 mill. ) 55.9% | 56.7% | 54.6% | 55.1% | 51.8% | 52.7% | 49.1% | 50.2% | 46.5% | 50.8% | 50.5% | 50.5% |Common Equity Ratio 51.5%
Oblig. $66.5 mil. 1489 | 1551 | 1723 | 1741 | 1932 | 1965 | 2213 | 2256 | 2542 | 3646 | 375 395 |Total Capital ($mill 475
. ' 2389 | 2461 | 247.7 | 268.1 | 2843 | 3023 | 325.2 | 344.2 | 3624 | 447.9| 470 | 490 |Net Plant ($mill) 550
Pfd Stock $0.8 mill. - Pfd Divd NMF 75% | 70% | 50% | 49% | 55% | 59% | 55% | 54% | 49% | 48% | 55% | 50% |Return on Total Cap' 5.5%
Common Stock 11,003,512 shs. 10.9% | 106% | 7.5% | 6.9% | 87% | 9.0% | 9.3% | 8.6% 83% | 7.3% | 9.0% | 95% |Returnon Shr. Equity 8.5%
as of 7/31/13 11.0% | 106% | 7.6% | 7.0% | 87% | 91% | 94% | 8.7% 83% | 73% | 9.0% | 95% |Return on Com Equity 8.5%
MARKET CAP: $350 million (Small Cap) 32% | 31% | 3% | NMF| 16% | 19% | 23% | 16% | 14% | 27% | 35% | 3.5% |Retained to Com Eq 3.0%
CUF(1$F§ELI\ET) POSITION 2011 2012 6/30/13 | 71% | 71% | 95% | 105% | 82% | 79% | 76% | 81% | 83% | 62% | 62% | 59% |All Div'ds to Net Prof 62%
Cash Assets ) 1.0 13.2 7.5 | BUSINESS: Connecticut Water Service, Inc. is a non-operating Maine. Acquired The Maine Water Co., 1/12; Biddeford and Saco
Accounts Receivable 14.9 115 12.1 | holding company, whose income is derived from earnings of its Water, 12/12. Inc.. CT. Has about 260 employees. Chair-
8ther —gg §é7 —égs wholly-owned subsidiary companies (regulated water utilities). Its  man/President/CEO: Eric W. Thornburg. Officers and directors own
Aurrer::t Asst:alts 17'2 10.3 7'; largest subsidiary, Connecticut Water, accounted for about 85% of 2.2% of the common stock; BlackRock, Inc. 6.7%; The Vanguard
DZ%SDu?a e - 30 15 the holding company’s net income in 2012, and provides water Group, 5.3%. Address: 93 West Main Street, Clinton, CT 06413.
Other 23.2 29 31 | services to 400,000 people in 55 towns throughout Connecticut and ~ Telephone: (860) 669-8636. Internet: www.ctwater.com.
P g Co. i _assn i | o e e e ) SRos i i e At
0. -
AwaUA'- RAThES 1‘;15‘ g’?S‘ Estt'd,l'ﬁl‘?l'élz the state’s regulators. In September, the ment with regulators in place, we think
b e e | e R Mo hach thoenas mran 1o B path v yone
“Cash Flow” 5% .0% 5% 0,
E.afr[ljingg %ggf g-ggf gggﬁ reached earlier among Connecticut Water next. Moreover, the company will earn
Boak Valte E20 &g cow | and the state’s Attorney General and Con- close to its allowed return on equity.
- —— : sumer Council. PURA was the final hurdle The recent dividend hike was some-
Cal- | QUARTERLYREVENUES(Smil) | Full | jn the approval process, and it didn't alter what disappointing. Over the past five-
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year | the agreement in any meaningful way. and 10-year periods, Connecticut Water’'s
2010 | 138 159 210 157 | 664 Ratepayers will ~benefit from the dividend growth rate averaged only 2.0%,
%gﬁ igg g‘é %gg ig‘é gg‘é settlement. Customers will see their and 1.5%, respectively. Both percentages
5013 | 215 25 270 240 o5 Water bills decline over the next two years were among the lowest in the water utility
| | | | “| as Connecticut Water will pass along to industry. Following the company’s solid
2014 | 220 240 300 240 100 N " A h ! ?
EARNINGS PER SHARE A them a tax refund it was granted by the profits in 2012, along with its improved
Cal- Full | |RS for the 2010-2012 period. In addition, earning prospects, we had hoped that the
endar | Mar31 Jun.30 Sep. 30 Dec.31| Year | o' \tjlity agreed not to seek higher rates most recent quarterly payout to sharehold-
ggﬁ) %é g; gg %8 Hg before October, 2015. ers would have been more generous than
2012 % e & T | 15 Connecticut Water will benefit too. the 2% increase declared in August.
2013 4 29 68 29 | 160 Permission was granted for the company We can’'t find too many reasons to
2014 30 47 68 95 | 170| to establish a Revenue Adjustment Me- recommend these shares at this junc-
- - - - - chanism, which will allow it to keep the ture. While the stock’s yield is slightly
Cal- | QUARTERLY DIVIDENDS PAID ® Ful | tax benefit from the IRS refund going for- higher than the average of its peers, its
endar |Mar31 Jun.30 Sep.30 Dec31| Year | \\arq “These funds will be allowed to flow dividend growth prospects to 2016-2018
gggg %gg g%é ggg %gg ggz through to shareholders until the next are subpar for the group. Furthermore,
2001 | 233 233 238 238 942 time the company seeks higher rates. this equity carries a 4 (Below Average)
' ’ ’ ’ ‘s The earnings picture looks brighter. rank for Timeliness.
2012 | 238 238 2425 2425 .962 Eollowi f " f b h 3 A. Flood October 18. 2013
2013 | 2425 2425 2475 ollowing four static years of earnings, the ames A. Floo ctober 18,
(A) Diluted earnings. Next earnings report due | June, September, and December. = Div'd rein- | lion/$2.89 a share. Company’s Financial Strength B+
mid-November. Quarterly earnings do no add | vestment plan available. Stock’s Price Stability 90
in '12 due to rounding. (C) In millions, adjusted for split. Price Growth Persistence 50
(B) Dividends historically paid in mid-March, | (D) Includes intangibles. In '12: $31.7 mil- Earnings Predictability 80
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RECENT PIE Trailing: 19.7}| RELATIVE DIVD
MIDDLESEX WATER woouser [ 2031 o 20,9 Gai )i 1191 370 ioell
TMELNEss 2 rasstsms | [T 2990 TR Y B39 88| 03| 16| 12| 133 18| 98] %3 Target Price Range
SAFETY 2 Newloluit LEGENDS
—— 1.20 x Dividends p sh 64
TECHNICAL 3 Lovered 10/18/13 dvided by Interest Rate
.-+« Relative Price Strength - 48
BETA .70 (1.00 = Market) 3-for-2 split  1/02 R 40
7016-18 PROJECTIONS. | ey 1103 - e
. .~ Ann’l Total| Shaded areas indicate recessions e N D . . D P 2%
) Price  Gain Return iy Iy NENTT 20
Insider Decisions - [ 12
NDJFMAMIJ] o | e
©Bly 0 0 0 00 00 1 Qfetetertos e v = q 8
Optons 0 0 0 000 OOO R L) o L6
oSl 000000001 S S o % TOT. RETURN 9/13
Institutional Decisions e RO (TN [ N THIS  VLARITH*
402012 1Q2013  2Q2013 et [T e STOCK  INDEX
10 Buy st Q38 Qa7 Rorcent 12 ! lyr. 160 312 [T
o Sell 28 30 35 | traded 4 | TN | T Y T L . 3yr. 428 60.1 [
HIds(00) 6696 6579 6489 AT TTTTTEL L LA PR PO PR PR 0 R ERARRRRRYERROATRRRA ORI TR Sy 506 1102
1997|1998 | 1999 | 2000 | 2001 | 2002 2004 | 2005 | 2006 [ 2007 [2008 [2009 [2010 | 2011 [2012 [2013 |2014 | ©VALUELINEPUB.LLC|16-18
4.72 4.39 5.35 5.39 587 5.98 6.12 6.25 6.44 6.16 6.50 6.79 6.75 6.60 6.50 6.98 7.50 7.70 |Revenues per sh 9.10
1.02 1.02 119 .99 1.18 1.20 115 1.28 1.33 1.33 149 1.53 1.40 1.55 1.46 1.56 1.65 1.85 |“Cash Flow” per sh 2.30
67 71 .76 51 .66 73 61 73 71 82 87 89 72 .96 84 90| 100| 1.05 |Earnings persh A 115
57 .58 .60 .61 .62 63 65 .66 67 68 .69 .70 71 72 73 74 .75 .76 |Div'd Decl'd per sh B= 80
1.20 2.68 2.33 132 1.25 159 1.87 2.54 2.18 2.31 1.66 2.12 149 1.90 1.50 1.36 1.50 1.65 | Cap’l Spending per sh 2.00
6.00 6.80 6.95 6.98 711 7.39 7.60 8.02 8.26 9.52 | 10.05 | 10.03 | 1033 | 1113 | 11.27 | 1148 | 11.75| 12.10 |Book Value per sh P 12.90
854 982| 1000] 1011| 1017| 1036| 1048 11.36 | 1158 | 13.17 | 13.25 | 1340 | 1352 | 1557 | 1570 | 1582 | 16.00 | 16.25 |Common Shs Outstg C | 17.00
134 15.2 17.6 28.7 24.6 235 30.0 264 214 22.7 216 19.8 21.0 17.8 217 20.8 | Bold figyres are |Avg Ann’l P/E Ratio 20.0
a7 79| 100 187 126| 128| L71| 139| 146| 123 | 115| 119 | 140 | 113 | 136| 133| VauelLine |Relative P/E Ratio 1.35
6.3% | 54% | 44% | 42% | 38% | 37% | 35% | 34% | 35% | 3.7% | 3.7% | 40% | 47% | 42% | 40% | 40% | ="P*  |AvgAnn'l Div'd Yield 3.6%
CAPITAL STRUCTURE as of 6/30/13 641| 710| 746 | 8L1| 861 | 910 | 912 | 1027 | 1021| 1104 | 120| 125 |Revenues ($mill) 155
Total Debt $166.7 mill. Due in 5 Yrs $60.0 mill. 6.6 8.4 85| 100 118| 122| 100 | 143 | 134| 144| 155| 17.0 |NetProfit ($mill) 20.0
LLTT'?ﬁt’;trfslt3C%\feT;”-e_ 41LI'”19’951$7-° mill 328% | 3L1% | 27.6% | 33.4% | 326% | 33.2% | 34.1% | 32.1% | 32.7% | 33.9% | 34.0% | 34.0% |Income Tax Rate 34.0%
¢ ge: 4-1) (42% of Cap) ol |l el e e -] 68% | 64% | 34% | 45% | 45% |AFUDC%to NetProfit | 50%
53.8% | 53.8% | 55.3% | 49.5% | 49.0% | 45.6% | 46.6% | 43.1% | 42.3% | 41.5% | 43.0% | 43.0% |Long-Term Debt Ratio 43.0%
Pension Assets-12/12 $37.9 mill. 44.0% | 42.5% | 41.3% | 47.5% | 49.6% | 51.8% | 52.1% | 55.8% | 56.6% | 57.4% | 57.0% | 57.0% |Common Equity Ratio 57.0%
) Oblig. $62.8 mil. 1811 2145 | 2317 | 2640 [ 268.8 | 259.4 | 267.9 | 3105 | 3125| 3165 | 330 | 345 |Total Capital ($mill) 400
Pfd Stock $3.4 mill. Pfd Div'd: $.2 mill 2309 | 2629 | 2880 | 3171 | 3339 | 366.3 | 3765 | 4059 | 4222 | 4352 | 440| 450 |Net Plant ($mill) 510
Common Stock 15,847,729 shs. 50% | 51% | 50% | 51% | 56% | 58% | 50% | 57% | 52% | 54%| 45%| 50% |RewrnonTotal Capl | 55%
as of 7/31/13 79% | 85% | 82% | 7.5% | 8.6% | 86% | 7.0% | 81% | 75% | 7.8% | 80% | 85% |Returnon Shr. Equity 9.0%
80% | 90% | 86% | 7.8% | 87% | 89% | 7.0% | 82% 75% | 7.8% | 80% | 85% |Return on Com Equity 9.0%
MARKET CAP: $325 million (Small Cap) NMF | 9% | 6% | 13% | 18% | 20% | 1% | 21% | 10% | 14% | 20% | 25% |Retained to Com Eq 3.0%
CUF(1$F’$ELI\ET) POSITION 2011 2012 6/30/13 | 106% | 90% | 94% | 84% | 79% | 78% | 98% | 75% | 87% | 83% | 80% | 73% |All Div'ds to Net Prof 70%
Cash Assets 31 3.0 3.0 | BUSINESS: Middlesex Water Company engages in the ownership 2012, the Middlesex System accounted for 65% of total revenues.
Other _ 198 _ 216 23.1 | and operation of regulated water utility systems in New Jersey, Del- At 12/31/12, the company had 279 employees. Incorporated: NJ.
Current Assets 229 246 26.1 | aware, and Pennsylvania. It also operates water and wastewater ~President, CEO, and Chairman: Dennis W. Doll. Officers/directors
/I-J\ctl:)ttsDPayable gg li? Sg% systems under contract on behalf of municipal and private clients in  own 3.1% of the common stock; BlackRock, 6.3%; The Vanguard
O?her ue 36.4 411 176 | N e_lnd DE. Its Middl_ese>_< System_ provides water services to 60,0(_)0 Group, 5.7% (4/13 proxy). Address: 1500 Ronson Road, Iselin, NJ
Current Liab. 6.7 56.0 559 | retail customers, primarily in Middlesex County, New Jersey. in  08830. Tel.: 732-634-1500. Internet: www.middlesexwater.com.
Fix. Chg. Cov. 380% 410% 415% | Historically, Middlesex Water’s divi- mid-2012, as well a better contract with
ANNUAL RATES  Past Past Estd’10-12| dend increases have been incredibly the borough of Avalon, NJ, a wholesale
ofchange (persh) 10vrs. ~ SYis. 1016418 | consistent. Over the past nine years, client.
Revenues . 156 10%  23% | (from 2003 to 2012), the utility has raised Performance in the industrial mar-
Earnings 35% 25% 40% | its annual payout by $0.01 a share. kets has impaired Middlesex. The utili-
Dividends L5%  15%  15% | Sometimes predictability isn't a posi- ty lost a contract to supply water to the
Book Value 45% 40%  20% | tjve. Over the past five and 10 years, borough of Sayreville, NJ this past Au-
Cal- | QUARTERLY REVENUES (§ mill) Full | respectively, the average dividend hike gust. Another setback was the closure of a
endar |Mar.31 Jun.30 Sep.30 Dec.31] Year | has been a meager 1.5%. This ranks near Hess oil refinery earlier in the year.
2010 | 216 265 296 250 | 102.7] the bottom when compared to the other The company is targeting the residen-
2011 | 240 261 287 233 | 1021 seven water utilities that Value Line tial market. Despite recently winning a
2012 | 235 274 323 271 | 1104 covers. contract to privatize the water system at
2013 | 27.0 291 340 299 | 120 | could Middlesex finally break its the Dover Air Force Base in Delaware,
2014 | 300 300 350 300 | 125 | streak this quarter? Late October is Middlesex has budgeted $25 million a year
Cal- EARNINGS PER SHARE A Full | usually the time when the company imple- over the next three years to improve the
endar | Mar.31 Jun.30 Sep.30 Dec.31| Year | ments its annual dividend rate hike. With infrastructure of its residential business.
2010 k| 31 37 17 96 | decent earnings comparisons, it's possible We agree with this strategy as the
201 1 1723 32 12 84| that Middlesex could go against conven- residential market is both more predic-
2012 1123 38 17 90| tion and raise the payout by more than the table and profitable.
2013 120 28 3 .17 | 100| traditional one-quarter of a cent per share. Middlesex shares are ranked to out-
2014 17 28 40 20 | 1051 we are taking a show-me approach, with perform the market in the year ahead.
Cal- | QUARTERLYDIVDENDSPADB= | Full | our figures representing the wusual Some investors may also be attracted to
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | quarterly increase. the stock’s high current yield. Those with
2009 | 178 178 178 180 71| The utility’'s earnings have been im- a long-term horizon, however, can find
2010 | 180 .180 .180  .183 12| proving. In the June period, Middlesex other water utilities with higher total-
2011 | 183 183 183 185 .73 | experienced its fourth-consecutive positive return potential through the pull to 2016-
2012 | 185 185 185  .1875| 74| earnings comparison. This was mostly due 2018.
2013 | 1875 1875 .1875 to the implementation of higher rates in James A. Flood October 18, 2013

(A) Diluted earnings. May not sum due to | May, Aug., and November.= Div'd reinvestment | $0.58 a share.

rounding.

vember.
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Next earnings report due early No-

plan

available.

(C) In millions, adjusted for splits.
(B) Dividends historically paid in mid-Feb., | (D) Intangible assets in 2012: $9.2 million,
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Price Growth Persistence 40
Earnings Predictability 80
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RECENT PIE Trailing: 21.7}| RELATIVE DIVD
S\]W CORP. NYSE-Saw PRICE 2772 RATIO 20.8(Median: 230 | PIE RATIO 118 YLD 27%w
TveLNess Lrassisons | OV 370 1381 128 1Y) B3| 59| %6| Ba| e o8| 28| s Target Price Range
SAFETY 3 Newdzoutt LEGENDS
—— 1,50 x Dividends p sh
TECHNICAL 4 Lowered 10/18/13 dvided by nterest Rate 80
B .-+« Relative Price Strength 60
BETA .85 (1.00 = Market) 3-for-1 split 3/04 =4 50
2-for-1 split  3/06 <
2016-18 PROJECTﬁl\ON‘ISTotaI 0 |2‘°35;1N° it ) I Iil bl 40
nn iaded areas Indicate recessions
i Price Gair; Retgm TR .|=!I Ill!l“l it —ﬁ e %g
W% (e e oy 1 L s 5
0 ( T
Insider Decisions | . [T 15
NDJFEMAMJ I[P T ™
By 400000000 LY ‘. 10
Optios 01 000000 OF ol .. R S O
oSl 0 1000000 0™ T " ] o T * * . %TOT.RETURN 913 |
Institutional Decisions . e N o THIS  VLARITH
4Q2012 1Q2013 2Q2013 b R &) STOCK INDEX
by 934 046 047 Percent 15 +— 1y 136 312 [
o Sell 30 20 28 | traded 5 T LT P A T 3yr. 240 60.1 [
HIds(00) 9043 10000 10629 PSSP OO PPCTCYPIO TR TR 1100000000000 L1 e eeeeuTTTre SR Seeeeeee: 1 e Sy 79 1102
1997|1998 | 1999 | 2000 | 2001 | 2002 | 20 005 [ 2006 [ 2007 [2008 | 2009 |2010 [2011 [2012 2013 [2014 | ©VALUELINEPUB.LLC|16-18
5.79 5.58 6.40 6.74 7.45 797 8.20 9.14 986 | 1035 | 1125 | 1212 | 1168 | 11.62 | 12.85| 1401 | 14.05| 14.75 |[Revenues per sh 16.30
127 1.26 143 1.23 1.49 1.55 1.75 1.89 221 2.38 2.30 244 2.21 2.38 2.80 297 325 3.50 |“Cash Flow" per sh 3.65
80 76 87 58 N 78 91 87| 112| 119| 104 | 108 81 84| 111| 118| 130| 140 Earnings persh A 1.60
.38 .39 40 41 43 46 49 51 53 57 .61 .65 66 .68 .69 71 73 .75 |Div'd Decl'd per sh B= 90
127 1.81 177 1.89 2.63 2.06 341 231 2.83 3.87 6.62 3.79 317 5.65 3.75 5.67 5.25 5.20 |Cap'l Spending per sh 4.85
7.02 753 7.88 7.90 8.17 8.40 911 | 1011 | 1072 | 1248 | 1290 | 13.99 | 1366 | 13.75 | 1420 | 1471 | 1540 | 16.40 |Book Value per sh 19.15
1902 | 19.01| 1827| 1827 | 1827 | 1827 | 1827 | 1827 | 1827 | 1828 | 18.36 | 1818 | 1850 | 1855 | 1859 | 18.67 | 20.25 | 21.00 [Common Shs Outst'g € | 23.00
11.2 131 155 331 185 17.3 154 19.6 19.7 235 334 26.2 28.7 29.1 212 20.4 | Bold figyres are |Avg Ann’l P/E Ratio 220
85 68 8| 215 95 94 88| 104| 105| 127| 177| 158 | 191 | 185 | 133| 130| ValuelLine |Relative P/E Ratio 145
43% | 39% | 30% | 21% | 30% | 34% | 35% | 3.0% | 24% | 20% | 17% | 23% | 2.8% | 28% | 29% | 30% | °"F*S  Avg Annl Divid Yield 2.6%
CAPITAL STRUCTURE as of 6/30/13 149.7 | 1669 | 180.1 | 189.2 | 206.6 | 220.3 | 216.1 | 2156 | 239.0 | 2615 285 310 |Revenues ($mill) 375
Total Debt $335.8 mill. Due in 5 Yrs $21.2 mill. 167 160 207 | 22| 193] 202| 152 158 | 209| 223| 260| 29.0 |Net Profit ($mill) 370
Lgog??gtzfjsﬁgoﬂ'ra e_bTG'Xme’eSt ﬁf(’)‘;'&a o | 362 [ 42.1% [ 416% | 40.8% | 394% | 305% | 404% | 38.8% | 411% | 4L1% | 410% | 40.0% [Income Tax Rate 40.0%
( ge: 4.6%) (52% o 16% | 21% | 16% | 21% | 27% | 23% | 2.0% -- | 20% | 2.0% | 3.0% | 4.0% |[AFUDC % to Net Profit 5.0%
Leases, Uncapitalized: Annual rentals $4.7 mill. 45.6% | 43.7% | 42.6% | 41.8% | 47.7% | 46.0% | 49.4% | 53.7% | 56.6% | 55.0% | 54.5% | 54.0% Long-Term Debt Ratio 51.0%
54.4% | 56.3% | 57.4% | 58.2% | 52.3% | 54.0% | 50.6% | 46.3% | 43.4% | 45.0% | 45.5% | 46.0% |Common Equity Ratio 49.0%
Pension Assets $75.5 mill. ) 306.0 | 3283 | 341.2 | 391.8 | 4532 | 470.9 | 4996 | 550.7 | 607.9 | 6102 | 685| 745 [Total Capital ($mill) 900
bid Stock None Oblig. $141.0 mill 4285 | 456.8 | 4848 | 5417 | 6455 | 6842 | 7185 | 7855 | 7562 | 83L6| 890 | 950 |Net Plant ($mill) 1150
' 6.9% | 65% | 76% | 7.0% | 57% | 58% | 44% | 43% | 49% | 50% | 50% | 5.0% |Returnon Total Cap'l 6.0%
Common Stock 20,137,197 shs. 10.0% | 8.7% | 10.6% | 97% | 82% | 80% | 6.0% | 6.2% | 7.9% | 81% | 85% | 85% |Returnon Shr. Equity 8.5%
as 0f7/26/13 100% | 87% | 10.6% | 9.7% | 82% | 8.0% | 6.0% | 6.2% 79% | 81% | 85% | 85% |Return on Com Equity 8.5%
MARKET CAP: $550 million (Small Cap) 47% | 36% | 56% | 52% | 35% | 33% | 12% | 12% | 3.1% | 33% | 35% | 4.0% |Retainedto Com Eq 3.5%
CUF(1$F’$ELI\ET) POSITION 2011 2012 6/30/13 | 53% | 58% | 47% | 46% | 57% | 59% | 80% | 80% | 61% | 59% | 56% | 54% |All Div'ds to Net Prof 56%
Cash Assets 26.7 25 4.0 [ BUSINESS: SJW Corporation engages in the production, pur- Austin, Texas. The company offers nonregulated water-related
Other _422 40.4 44.2 | chase, storage, purification, distribution, and retail sale of water. It-  services, including water system operations, cash remittances, and
Current Assets 68.9 429 482 | provides water service to approximately 227,000 connections that maintenance contract services. SIW also owns and operates com-
/I-J\ctl:)ttsDPayable 7-g 28; 15-2 serve a population of approximately one million people in the San mercial real estate investments. Has about 375 employees. Chrm.:
O?her ue 201 19'9 288 Jos_e area and 8,790 conne_ctions tha_t serve approximately 3_6,000 Charles J. Toeniskoetter. Inc.: CA. Address: 110 W. Taylor Street,
Current Liab. 28.3 291 252 | residents in a service area in the region between San Antonio and  San Jose, CA 95110. Tel.: (408) 279-7800. Int: www.sjwater.com.
Fix. Chg. Cov. 276% 241% 231% | A final decision on SJW's pending nificant amount of political blow-back.
ANNUAL RATES  Past Past Est'd’10-12| rate case will be delayed. The Califor- Therefore, our 2014 profit estimate for
gchangemersh) 10\5”55-0/ 51% tﬂlll%;}ﬁ nia Public Utility Commission (CPUC) has the company is pretty tenuous. Earn-
e 856 380 509 | had to divert much of its resources to in- ings should be fine as long as the interim
Earnings 40% -15% 75% | vestigate the San Bruno gas pipeline ex- rate relief is in place. Once the CPUC
Dividends 50%  40%  45% | plosion, which killed eight people in 2010. makes a final decision, things could
Book Value 55% 35 50% | Meanwhile, 2013 is benefiting from in- change for the worse. In any case, we
Cal- | QUARTERLY REVENUES ($ mill.) Ful | terim rate relief. SJW is seeking sub- should point out that California regulators
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | stantial rate increases of 21.5% for 2013, have been reasonable in the past, and
2010 | 404 541 703 508 | 2156 4.9% in 2014, and 12.6% in 2016. Until a hopefully some sort of deal that satisfies
2011 | 437 590 739 624 | 239.0| final decision is reached on this request, both sides can be reached.
2012 | 511 656 824 624 | 2615 the utility has been allowed to raise rates We expect SJW to tap the external
2013 | 501 742 907 700 | 28 | on an interim basis. Though earnings com- markets in the years ahead. The com-
2014 | 600 750 100 750 | 310 | parisons won't be impressive in the second pany estimates that it will have to invest
Cal- EARNINGS PER SHARE A Ful | half of the year, we still think that the $100 million annually through 2016-2018
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year | utility’s share net can increase 10%, to in order to upgrade its aging infrastruc-
2010 055 .24 A4 11 84| $1.30 ture. Internal cash flow will fall well short
2011 | 03 29 44 35| L1l SJW's future is in the hands of regu- of generating sufficient funds to meet
2012 1 .06 28 .53 31| L18| Jators. While this statement is true for all these outlays. Thus, there will be dilutive
2013 10731 54 32| 130| ytilities, SIW is more vulnerable than equity offerings and costly debt issuance.
2014 10 35 .60 35 | 1401 most. This is due to the enormous size of Both of these moves will impair the com-
Cal- | QUARTERLY DIVIDENDS PAID &« Full | the rate hikes that it has petitioned for. pany’s earnings growth.
endar |Mar.31 Jun.30 Sep.30 Dec3l| Year | Even though we view the company's ex- SJW shares now carry our Highest
2009 | 165 165 165  .165 66 | penditures as essential to the operations of rank (1) for Timeliness. Momentum in-
2010 | .17 17 17 17 68| i1ts system, the sheer size of the requests vestors may find this stock of interest,
2011 | 173 173 173 173 89 | puts the CPUC in a difficult position. It is others might be scared off by the possibil-
2012 | 1775 1775 1775 1775 | 71| politically very hard to raise rate payers ity of a harsh regulatory decision.
2013 | 1825 1825 .1825 bills by such a large extent without a sig- James A. Flood October 18, 2013

(A) Diluted earnings. Excludes nonrecurring

losses : '03, $1.97; '04, $3.78; '05

$16.36; '08, $1.22; '10, 46¢. Next earnings
report due late October. Quarterly egs. may not
© 2013 Value Line Publishing LLC. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber’s own, non-commercial, internal use. No part
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other form, or used for generating or marketing any printed or electronic publication, service or product.

add
, $1.09; '06,

due to rounding. (C) In millions, adjusted for

(B) Dividends historically paid in early March,
June, September, and December. = Div'd rein-
vestment plan available.

stock splits. Company’s Financial Strength B+
Stock’s Price Stability 80
Price Growth Persistence 50
Earnings Predictability 80

To subscribe call 1-800-833-0046.
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RECENT PIE Trailing: 265’} | RELATIVE DIVD
YORK WATER xoo-1ea 527 19,900 25.8 (e BN 1L47PE 290l |
TMELNESS 4 weeswens | WOV 1351 1331 1900 19 B9 12 %3 69| 138 18| 88| 8 Target Price Range
SAFETY 2 NewTnons LEGENDS
—— 1.10 x Dividends p sh 64
TECHNICAL 3 Lowered 8213 dwided by Interest Rate
.+« Relative Price Strength 48
BETA .70 (1.00 = Market) 2-for-1 split  5/02 40
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toSel 010001000/ ool % TOT. RETURN 9/13
Institutional Decisions e N e e THIS  VLARITH*
402012 1Q2013  2Q2013 i, TS 040°°*%0e,, STOCK INDEX
10 Buy Qze Q33 Q32 Rorcent 12 © il lyr. 119 312 [T
to Sel 27 21 26 | traded 4 \ L | 11 [ 3yr. 361 60.1 [
Hid's(000) 3178 3375 3346 T T YT PO UTT T POPPRPPOTIR! Moo T FTRLLAL PRI {11 YT ITRETR RO TE Syr 894 1102
1997|1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 0 0 09 [2010 [2011 [2012 [2013 [2014 | ©VALUELINEPUB.LLC| 16-18
2.05 2.05 2.17 2.18 2.58 2.56 2.719 2.89 2.95 3.07 318 321 340 3.50 |Revenues per sh 355
.59 57 65 .65 .79 N .86 88 .95 1.07 1.09 112 1.20 1.30 |“Cash Flow” per sh 1.40
43 40 A7 49 56 58 57 57 64 71 71 72 75 .85 |Earnings per shA .90
34 35 37 39 42 45 48 49 51 52 53 54 55 57 | Div'd Decl'd per sh B 65
.75 .66 107 250 1.69 1.85 169 | 217 118 83 74 94 .90 .80 |Cap’l Spending per sh .90
3.79 3.90 4.06 4.65 4.85 5.84 597 6.14 6.92 7.19 745 1.73 8.05 8.35 |Book Value per sh 8.60
9.46 9.55 063 | 1033 | 1040 | 11.20 | 1127 | 1137 | 1256 | 12.69 | 12.79 | 12.92 | 13.00| 13.20 |Common Shs Outst'g © 14.00
17.8 26.9 245 257 26.3 312 30.3 24.6 219 20.7 239 24.4 | Bold figyres are |Avg Ann’l P/E Ratio 225
91| 147| 140| 136| 140| 168 | 161 | 148 | 146| 132 | 150 155| ValueLine  |Relative P/E Ratio 150
44% | 33%| 32% | 31% | 29% | 25% | 28% | 35% | 3.6% | 35% | 3.1% | 3% | ="' |Avg Ann'I Divid Yield 3.2%
CAPITAL STRUCTURE as of 6/30/13 209 225 26.8 28.7 314 32.8 37.0 39.0 40.6 414 430 46.0 |Revenues ($mill) 50.0
Total Debt $84.9 mill. - Due in 5 Yrs $19.5 mill. 44 48 58 6.1 6.4 6.4 75 89 9.1 93| 102 | 113 |Net Profit ($mil) 12,6
L‘I]—olt)alel?r:tzfétgcrgcgra e_éTg'X”‘efeSt $5.2 mill 34.8% | 36.7% | 36.7% | 34.4% | 365% | 36.1% | 37.9% | 38.5% | 35.3% | 37.6% | 36.0% | 36.0% |Income Tax Rate 36.0%
( ge: 28%) (46% of Cap') | e -] T2% | 36% | 204% | - | 12% | 11% | 1% | 10% | 1.0% |AFUDC %o NetProfit | 10%
Pension Assets 12/12 $22.7 mill. 434% | 425% | 44.1% | 48.3% | 46.5% | 54.5% | 45.7% | 48.3% | 47.1% | 46.0% | 45.0% | 45.0% |Long-Term DebtRatio | 43.0%
Oblig. $34.7 mill. 56.6% | 57.5% | 55.9% | 51.7% | 53.5% | 45.5% | 54.3% | 51.7% | 52.9% | 54.0% | 55.0% | 55.0% |Common Equity Ratio 57.0%
69.0 83.6 90.3 | 1265 | 1257 | 1534 | 160.1 | 1764 | 180.2 | 184.8 190 197 |Total Capital ($mill) 220
Pfd Stock None 1165 | 1400 | 1553 | 174.4 | 1916 | 2114 | 2220 | 2284 | 2330 | 2403 | 245 | 250 |Net Plant ($mill) 265
Common Stock 12,912,243 shs. 85% | 7.6% | 84% | 62% | 67% | 57% | 62% | 65% | 6.4%| 64% | 6.5% | 7.0% |Return on Total Cap' 7.0%
as of 8/6/13 11.4% | 100% | 11.6% | 9.3% | 95% | 9.2% | 8.6% | 9.8% | 95% | 9.3% | 95% | 10.0% [Returnon Shr.Equity [ 10.0%
11.4% | 10.0% | 11.6% | 9.3% | 95% | 9.2% | 86% | 9.8% 9.5% | 9.3% | 9.5% | 10.0% |Return on Com Equity 10.0%
MARKET CAP: $250 million (Small Cap) 26% | 21% [ 30% | 22% [ 17% | 14% | 1.9% | 27% | 25% | 24% | 3.0% | 3.0% |Retained to Com Eq 3.0%
CUF(1$F’$ELI\ET) POSITION 2011 2012 6/30/13 | 77% | 79% | 74% | 77% | 82% | 85% | 78% | 72% | 73% | 74% | 71% | 67% |All Div'ds to Net Prof 72%
Cash Assets 4.0 4.0 4.2 | BUSINESS: The York Water Company is the oldest investor-owned nues; commercial and industrial (29%); other (8%). It also provides
Accounts Receivable 6.0 6.4 4.0 | regulated water utility in the United States. It has operated contin-  sewer billing services. Incorporated: PA. York had 103 full-time em-
8ther t Asset % 11(25 1‘2‘2 uously since 1816. As of December 31, 2012, the company's aver- ployees at 12/31/12. President/CEO: Jeffrey R. Hines. Of-
Alcjé:r:__’a S:t:ales l'l 1'1 1'5 age daily availability was 35.0 million gallons and its service terri- ficers/directors own 1.2% of the common stock (3/13 proxy). Ad-
Debt Duey 1 1 -~ | tory had an estimated population of 189,000. Has more than 63,000 dress: 130 East Market Street York, Pennsylvania 17401. Tele-
Other 41 4.3 4.0 | customers. Residential customers accounted for 63% of 2012 reve-  phone: (717) 845-3601. Internet: www.yorkwater.com.
Current Liab. 53 55 55/ Thare have been very few surprises strong political pressure not to implement
Fix. Chg. Cov. 160% 156% _154% | 5t The York Water Company in the significant rate hikes.
AwaUA'-RAThES 1‘;15‘ g’?S‘ 55:416191'812 recent past. From 2010 through 2012, Dividend growth should remain rela-
of change fpersh) 103, S¥s, 018 | the company's annual share earnings tively modest in the years ahead.
“Cash Flow” 65% 65% 40% | varied by only $0.01 a share. The divi- Though we think that the company will
giavfifgjlgggs ggg@ g-gg§a ‘31'(5)3? dend was also very predictable, as it rose raise its annual payout by $0.02 a share in
Book Value 70%  eo0% 28w | by just $0.01 a share annually during the 2014, the growth rate over the next three-
- same time span. to five-year period will be slightly on the
Cal- | QUARTERLYREVENUES(Smil) | Full | York is awaiting the outcome of a low side for a water utility.
endar |Mar.31 Jun.30 Sep.30 Dec.3l| Year | paior rate case. Last May, the utility Finances are in decent shape. The
2010 | 90 97 105 98 | 390 petitioned Pennsylvania regulators for a equity-to-total capital ratio is healthy at a
%gﬁ gg igi ﬂg igg ‘ﬁi 17% rate increase (about $7.1 million in solid 54%. Still, our Financial Strength
2013 | 104 107 112 110 430 revenues a year). The request was to rating for York is an average B+. This
2014 | 105 115 122 118 450 recoup the $49 million that York has spent metric would be higher if the company’s
" since 2010 to modernize and update its capital base was more substantial.
Cal- EARNINGS PER SHARE Full | aging infrastructure. In addition, along There is nothing particularly
endar | Mar31 Jun.30 Sep. 30 Dec.31| Year | \\ith the help of a large rate increase for noteworthy about York Water’s
2010 | 15 18 21 17 | 71| \wastewater customers, the added funds shares. Both the equity’s current yield
ggﬁ g %‘; %g %g % will help the utility replace 30 miles of and dividend growth prospects are in line
2013 k] 18 21 19 75| Pipeline and reduce water leakage for the with those of most of its peers. Moreover,
2014 19 21 23 9 ‘g5 | 190,000 people it services. ) the stock has performed fairly well of late
5 We think that the outcome will be rel- and is now trading at over 25 times our 12
Cal- MQ%’}RTJERLYE)(D)'V?EN%%PA[')D 3 Ful | atively reasonable. There is no doubt month share-earnings estimate. And final-
endar | Mar.31 Jun.30 Sep.89 Dec3l| Year | ypat the current and projected expendi- ly, according to our proprietary Timeliness
%ggg gg gg gg gg 28‘2‘ tures by York are essential to keeping the Ranking System, York shares should un-
S0 | 131 131 131 131 Ty System operating efficiently. However, we derperform the market averages in the up-
012 | 134 134 13 134 ‘535 should point out that no matter how coming six- to 12-month period.
2013 | 138 138 138 138 justified utility spending is, regulators face James A. Flood October 18, 2013

(A) Diluted earnings. Next earnings report due | (C) In millions, adjusted for splits.
early November.
(B) Dividends historically paid in mid-January,
April, July, and October.
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Company’s Financial Strength B+
Stock’s Price Stability 90
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Carolina Water Services, Inc.
Current Institutional Holdings and Individual Holdings
the Proxy Group of Nine Water Companies

1 2
October 31, 2013 October 31, 2013
Percentage of Percentage of
Institutional Individual
Holdings Holdings (1)
Proxy Group of Nine Water
Companies
American States Water Co. 62.12 % 37.88 %
American Water Works Co., Inc. 81.96 18.04
Aqua America, Inc. 47.24 52.76
Artesian Resources Corp. 37.90 62.10
California Water Service Group 56.98 43.02
Connecticut Water Service, Inc. 41.63 58.37
Middlesex Water Company 39.10 60.90
SJW Corporation 52.89 47.11
York Water Company 26.08 73.92
Average 49.54 % 50.46 %
Notes:

(1) (1 - column 1).

Source of Information: pro.edgar-online.com, October 31, 2013



Carolina Water Services, Inc.
Summary of Risk Premium Models for the
Proxy Group of Nine Water Companies

Proxy Group of

Nine Water
Companies
Predictive Risk
Premium Model ™
(PRPM™) (1) 12.07 %
Risk Premium Using
an Adjusted Market
Approach (2) 9.96 %
Average 11.54 %

Notes:
(1) From page 2 of this Schedule.
(2) From page 3 of this Schedule.

Exhibit DWD-1
Schedule 5
Page 1 of 11
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Line No.

Notes:

(1)

(@)

®3)

(4)

Carolina Water Services, Inc.

Indicated Common Equity Cost Rate
Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach

Prospective Yield on Aaa Rated
Corporate Bonds (1)

Adjustment to Reflect Yield Spread
Between Aaa Rated Corporate
Bonds and A Rated Public
Utility Bonds

Adjusted Prospective Yield on A Rated
Public Utility Bonds

Adjustment to Reflect Bond
Rating Difference of Proxy Group

Adjusted Prospective Bond Yield
Equity Risk Premium (4)

Risk Premium Derived Common
Equity Cost Rate

Exhibit DWD-1
Schedule 5
Page 3 of 11

Proxy Group of
Nine Water
Companies

5.08 %

0.23 (2)

5.31 %

-0.04 (3)
5.27 %

4.69

9.96 %

Average consensus forecast of Moody's Aaa Rated Corporate
bonds from Blue Chip Financial Forecasts (see pages 9 and 10 of

this Schedule).

The average yield spread of A rated public utility bonds over Aaa
rated corporate bonds of 0.23% from page 6 of this Schedule.

Adjustment to reflect the A1/A2 Moody's bond rating of the proxy
group of nine water companies as shown on page 4 of this
Schedule. The 4 basis point adjustment is derived by taking 1/6 of
the spread between Aa2 and A2 Public Utility Bonds (1/6 * 0.22% =

0.04%).
From page 7 of this Schedule.
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Carolina Water Services, Inc.
Comparison of Bond Ratings for the
Proxy Group of Nine Water Companies
Moody's Standard & Poor's
Bond Rating Bond Rating
November 2013 November 2013
Bond Numerical Bond Numerical
Proxy Group of Nine Water Companies Rating Weighting (1) Rating Weighting (1)
American States Water Co. (2) A2 6.0 A+ 5.0
American Water Works Co., Inc. (3) Al 5.0 A 6.0
Aqua America, Inc. (4) NR - - AA- 4.0
Artesian Resources Corp. NR - - NR - -
California Water Service Group (5) NR - - AA- 4.0
Connecticut Water Service, Inc. (6) NR - - A 6.0
Middlesex Water Company NR -- A 6.0
SJW Corporation (7) NR -- A 6.0
York Water Company NR - - A- 7.0
Average Al/A2 5.5 A+/A 5.5
Notes:

(1) From page 5 of this Schedule.

(2) Ratings are those of Golden State Water Company.

(3) Rating are those of Pennsylvania and New Jersey American Water.
(4) Ratings are those of Aqua Pennsylvania, Inc.

(5) Ratings are those of California Water Service Co.

(6) Ratings are those of Connecticut Water Company.

(7) Ratings are those of San Jose Water Co.

Source Information: Moody's Investors Service
Standard & Poor's Global Utilities Rating Service
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Numerical Assignment for
Moody's and Standard & Poor's Bond Ratings
Moody's Numerical Standard & Poor's
Bond Rating Bond Weighting Bond Rating
Aaa 1 AAA
Aal 2 AA+
Aa2 3 AA
Aa3 4 AA-
Al 5 A+
A2 6 A
A3 7 A-
Baal 8 BBB+
Baa2 9 BBB
Baa3 10 BBB-
Bal 11 BB+
Ba2 12 BB

Ba3 13 BB-
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Schedule 5
. . P 7 of 11
Carolina Water Services, Inc. agefo
Judgment of Equity Risk Premium for

the Proxy Group of Nine Water Companies

Proxy Group of

Line Nine Water
No. Companies
1. Calculated equity risk

premium based on the
total market using
the beta approach (1) 4.67 %

2. Mean equity risk premium
based on a study
using the holding period
returns of public utilities
with A rated bonds (2) 4.70

3. Average equity risk premium 4.69 %

Notes: (1) From page 8 of this Schedule.
(2) From page 11 of this Schedule.
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Carolina Water Services, Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for
the Proxy Group of Nine Water Companies

Proxy Group of

Nine Water
Line No. Companies
Based on SBBI Valuation Yearbook Data:
1. Ibbotson Equity Risk Premium (1) 5.60 %
2. Ibbotson Equity Risk Premium based on PRPM™ (2) 9.22
Based on Value Line Summary and Index:
3 Equity Risk Premium Based on Value Line
Summary and Index (3) 5.19
4, Conclusion of Equity Risk Premium (4) 6.67 %
5. Adjusted Value Line Beta (5) 0.70
6 Beta Adjusted Equity Risk Premium 4.67 %

Notes: (1) Based on the arithmetic mean historical monthly returns on large company common
stocks from Ibbotson® SBBI® 2013 Valuation Yearbook - Market Results for Stocks,
Bonds, Bills, and Inflation minus the arithmetic mean monthly yield of Moody's Aaa
and Aa corporate bonds from 1926 - 2012. (11.83% - 6.23% = 5.60%).

(2) The Predictive Risk Premium Model (PRPM™) is discussed in Mr.D'Ascendis's
accompanying direct testimony. The Ibbotson equity risk premium based on the
PRPM™ is derived by applying the PRPM™ to the monthly risk premiums between
Ibbotson large company common stock monthly returns minus the average Aaa and
Aa corporate monthly bond yields, from January 1928 through September 2013.

(3) The equity risk premium based on the Value Line Summary and Index is derived
from taking the projected 3-5 year total annual market return of 10.27% (described
fully in note 1 of page 2 of Schedule 6) and subtracting the average consensus
forecast of Aaa corporate bonds of 5.08% (Shown on page 3 of this Schedule).
(10.27% - 5.08% = 5.19%).

(4) Average of Lines 1, 2, & 3.

(5) Median beta derived from page 1 of Schedule 6.

Sources of Information:

Ibbotson® SBBI® 2013 Valuation Yearbook - Market Results for Stocks, Bonds, Bills,
and Inflation, Morningstar, Inc., 2013 Chicago, IL.

Industrial Manual and Mergent Bond Record Monthly Update.

Value Line Summary and Index

Blue Chip Financial Forecasts, June 1 and November 1, 2013
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Consensus Forecasts Of U.S. Interest Rates And Key Assumptions®

History: Consensus Forecasts-Quarterly Avg.

------- Average For Week Ending------ ----Average For Month---- LatestQ | 4Q 1Q 2Q 3Q 4Q 1Q

Interest Rates Oct.25 Oct.18 Oct.11 Oct.4 Sep.  Aug. July 3Q2013|2013 2014 2014 2014 2014 2015
Federal Funds Rate 0.09 0.10 0.08 0.08 0.08 0.08 0.09 0.08 01 01 02 02 02 02
Prime Rate 3.25 3.25 3.25 3.25 3.25 3.25 3.25 3.25 33 33 33 33 33 33
LIBOR, 3-mo. 0.24 0.24 0.24 0.24 0.25 0.26 0.27 0.26 03 03 03 03 04 04
Commercial Paper, 1-mo.  0.06 0.11 0.10 0.05 0.05 0.05 0.06 0.05 01 01 01 02 02 03
Treasury bill, 3-mo. 0.04 0.08 0.05 0.02 0.02 0.04 0.04 0.03 00 01 01 01 02 02
Treasury bill, 6-mo. 0.07 0.11 0.07 0.04 0.04 0.07 0.07 0.06 01 01 01 02 02 03
Treasury bill, 1 yr. 0.11 0.14 0.14 0.11 0.12 0.13 0.12 0.12 01 02 02 03 04 05
Treasury note, 2 yr. 0.32 0.34 0.37 0.33 0.40 0.36 0.34 0.37 04 04 06 07 08 1.0
Treasury note, 5 yr. 1.34 1.39 1.43 1.39 1.60 1.52 1.40 1.51 14 16 17 18 19 21
Treasury note, 10 yr. 2.58 2.66 2.68 2.64 2.81 2.74 2.58 2.71 27 28 29 31 32 32
Treasury note, 30 yr. 3.64 3.70 3.72 3.71 3.79 3.76 3.61 3.72 37 38 39 40 41 42
Corporate Aaa bond 4.48 4.55 4.58 4.58 4.64 454 4.34 451 45 46 47 48 49 50
Corporate Baa bond 5.24 5.32 5.38 5.41 5.47 5.42 5.32 5.40 54 55 56 57 58 59
State & Local bonds 4.56 4.68 4.57 4.53 4.79 4.82 4.56 4.72 46 46 47 48 48 49
Home mortgage rate 4.13 4.28 4.23 4.22 4.49 4.46 4.37 4.44 44 45 46 47 48 49

History Consensus Forecasts-Quarterly

4Q 1Q 2Q 3Q 4Q 1Q 1Q 3Q* 4Q 1Q 20 3Q 4Q 1Q

Key Assumptions 2011 2012 2012 2012 2012 2013 2013 2013 | 2013 2014 2014 2014 2014 2015
Major Currency Index 724 72.9 73.9 74.0 73.2 4.7 76.4 76.6 757 758 763 766 77.0 77.0
Real GDP 49 3.7 1.2 2.8 0.1 1.1 25 2.1 21 27 28 28 29 30
GDP Price Index 0.5 2.0 1.8 2.3 1.1 1.3 0.6 1.7 17 18 18 19 20 20
Consumer Price Index 1.4 2.3 1.0 2.1 2.2 1.4 0.0 2.1 17 19 19 22 21 22

Forecasts for interest rates and the Federal Reserve’s Major Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price
Index are seasonally-adjusted annual rates of change (saar). Individual panel members’ forecasts are on pages 4 through 9. Historical data for interest rates except LIBOR is from
Federal Reserve Release (FRSR) H.15. LIBOR quotes available from The Wall Street Journal. Interest rate definitions are same as those in FRSR H.15. Treasury yields are
reported on a constant maturity basis. Historical data for Fed’s Major Currency Index is from FRSR H.10 and G.5. Historical data for Real GDP and GDP Chained Price Index
are from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Department of Labor’s Bureau of Labor Statistics (BLS). Figures for 3Q 2013
Real GDP, the GDP Chained Price Index and the Consumer Price Index are consensus forecasts based on a special question asked of the panelists’ this month.

U.S. Treasury Yield Curve
Week ended October 25,2013 and Year Agovs.
4Q 2013 and 1Q 2015 Consensus Forecasts
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Long-Range Forecasts:
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The table below contains results of our semi-annual long-range CONSENSUS survey. There are also Top 10 and Bottom 10 averages
for each variable. Shown are estimates for the years 2015 through 2019 and averages for the five-year periods 2015-2019 and 2020-2024.
Apply these projections cautiously. Few economic, demographic and political forces can be evaluated accurately over such long time spans.

Interest Rates
1. Federal Funds Rate

2. Prime Rate

3. LIBOR, 3-Mo.

4. Commercial Paper, 1-Mo.

5. Treasury Bill Yield, 3-Mo.

6. Treasury Bill Yield, 6-Mo.

7. Treasury Bill Yield, 1-Yr.

8. Treasury Note Yield, 2-Yr.

10. Treasury Note Yield, 5-Yr.

11. Treasury Note Yield, 10-Yr.

12. Treasury Bond Yield, 30-Yr.

13. Corporate Aaa Bond Yield

13. Corporate Baa Bond Yield

14. State & Local Bonds Yield

15. Home Mortgage Rate

A. FRB - Major Currency Index

B. Real GDP

C. GDP Chained Price Index

D. Consumer Price Index

CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average
CONSENSUS

Top 10 Average

Bottom 10 Average

CONSENSUS
Top 10 Average
Bottom 10 Average
CONSENSUS
Top 10 Average
Bottom 10 Average
CONSENSUS
Top 10 Average
Bottom 10 Average

Five-Year Awerages

2015 2016 2017 2018 2019 2015-2019 2020-2024
0.8 2.0 3.1 3.6 3.9 2.7 3.8
1.6 34 43 4.4 4.6 37 4.6
0.2 0.8 1.7 2.5 3.1 1.7 2.9
3.9 5.1 6.1 6.6 6.9 5.7 6.8
4.7 6.5 7.3 7.6 7.6 6.7 7.5
3.3 3.9 4.8 5.5 6.1 4.7 6.0
11 2.4 3.3 3.9 4.1 3.0 4.1
2.0 3.8 4.6 4.8 4.9 4.0 4.9
0.5 1.1 2.0 2.8 3.3 1.9 3.0
1.0 2.3 3.2 3.7 3.9 2.8 3.7
17 34 4.3 45 4.6 3.7 45
0.5 1.2 2.1 2.8 3.1 1.9 2.8
0.9 2.0 3.1 35 3.8 2.7 3.7
17 34 4.3 45 4.6 37 45
0.2 0.8 1.7 2.4 29 1.6 2.7
1.0 2.2 3.2 3.7 3.9 2.8 3.9
18 35 4.4 4.7 4.7 3.8 4.6
0.3 1.0 1.8 2.6 3.0 17 2.8
1.2 2.4 3.3 3.8 4.0 2.9 4.0
2.1 3.6 45 4.8 4.9 4.0 4.8
0.4 1.1 1.9 2.7 3.1 1.9 3.0
1.6 2.7 3.6 4.1 4.2 3.2 4.2
2.4 3.8 4.7 5.0 51 4.2 5.0
0.8 1.6 24 3.0 3.3 2.2 3.1
2.3 3.3 4.1 4.4 4.6 3.8 45
3.2 4.4 51 5.3 55 4.7 5.3
15 2.3 31 34 3.6 2.8 35
3.2 4.1 4.6 4.9 5.0 4.4 4.9
4.0 5.0 55 5.8 59 53 5.7
2.5 3.2 3.6 3.8 4.0 3.4 4.0
4.2 4.8 5.4 5.6 5.7 5.2 5.6
5.0 5.9 6.4 6.6 6.8 6.1 6.5
35 3.9 4.4 4.6 4.7 4.2 4.7
4.9 5.5 6.0 6.2 6.3 5.8 6.3
5.6 6.5 7.0 7.1 7.3 6.7 7.1
4.1 45 5.1 5.3 5.4 4.9 5.4
5.8 6.6 7.1 7.4 7.5 6.9 7.4
6.6 7.6 8.0 8.3 85 7.8 8.3
5.1 5.6 6.2 6.4 6.5 5.9 6.5
4.4 5.1 55 5.6 5.7 5.2 5.6
5.2 6.1 6.5 6.5 6.6 6.2 6.4
3.8 4.1 4.6 4.7 4.9 4.4 4.8
4.8 5.6 6.2 6.4 6.5 5.9 6.5
5.7 6.6 7.1 7.4 7.4 6.8 7.3
4.1 4.6 5.1 5.4 55 5.0 5.5
78.6 79.1 79.3 79.6 79.6 79.2 80.0
82.7 83.7 84.7 85.2 85.3 84.3 85.9
74.4 74.2 73.9 73.9 74.1 74.1 74.2
---------- Year-Ower-Year, % Change---------- Five-Year Averages
2015 2016 2017 2018 2019 2015-2019 2020-2024
3.0 2.9 2.8 2.7 2.6 2.8 25
35 33 3.2 31 31 3.2 29
2.6 2.6 2.4 2.3 2.3 2.4 2.2
2.1 2.1 2.2 2.2 2.2 2.1 2.2
24 25 2.6 2.6 2.6 25 25
1.6 1.7 1.8 1.8 1.8 1.7 1.9
2.3 2.4 2.4 2.4 2.4 2.4 2.4
2.7 2.8 2.9 29 2.9 2.8 2.8
1.8 1.9 1.8 1.9 2.0 1.9 2.0
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Notes:

1)

)

®)
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Carolina Water Services, Inc.
Derivation of Mean Equity Risk Premium Based on a Study
Using Holding Period Returns of Public Utilities

Over A Rated
Moody's Public Utility
Bonds - AUS
Consultants Study (1)

Arithmetic Mean Holding Period Returns on
the Standard & Poor's Utility Index 1926-
2012 (2): 10.69 %

Arithmetic Mean Yield on Moody's A Rated
Public Utility Yields 1926-2012 (6.53)

Historical Equity Risk Premium 416 %

Forecasted Equity Risk Premium Based on
PRPM™ (3) 5.24

Average of Historical and PRPM™ Equity
Risk Premium 4.70 %

Based on S&P Public Utility Index monthly total returns and Moody's Public
Utility Bond average monthly yields from 1928-2012, (AUS Consultants, 2013).

Holding period returns are calculated based upon income received (dividends
and interest) plus the relative change in the market value of a security over a
one-year holding period.

The Predictive Risk Premium Model (PRPM™) is applied to the risk premium of
the monthly total returns of the S&P Utility Index and the monthly yields on
Moody's A rated public utility bonds from 1928 - 2012.
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Carolina Water Services, Inc.
Indicated Common Equity Cost Rate Through Use
of the Traditional Capital Asset Pricing Model (CAPM) and Empirical Capital Asset Pricing Model (ECAPM)
1 2 3 4 5 6
Indicated
Value Line Traditional ECAPM Common
Adjusted Market Risk Risk-Free CAPM Cost Cost Rate Equity Cost
Proxy Group of Nine Water Companies Beta Premium (1) Rate (2) Rate (3) 4 Rate (5)
American States Water Co. 0.70 7.61 % 431 % 9.64 % 10.21 %
American Water Works Co., Inc. 0.65 7.61 4.31 9.26 9.92
Aqua America, Inc. 0.60 7.61 4.31 8.88 9.64
Artesian Resources Corp. 0.60 7.61 4.31 8.88 9.64
California Water Service Group 0.65 7.61 4.31 9.26 9.92
Connecticut Water Service, Inc. 0.75 7.61 4.31 10.02 10.49
Middlesex Water Company 0.70 7.61 4.31 9.64 10.21
SJW Corporation 0.85 7.61 4.31 10.78 11.06
York Water Company 0.70 7.61 4.31 9.64 10.21
Average 0.69 9.55 % 10.14 % 9.85 %
Median 0.70 9.64 % 10.21 % 9.93 %
Average of Average and Median Results: 9.89 %

See page 2 for notes.
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Carolina Water Services, Inc.
Development of the Market-Required Rate of Return on Common Equity Using
the Capital Asset Pricing Model for
the Proxy Group of Nine Water Companies
Adjusted to Reflect a Forecasted Risk-Free Rate and Market Return

Notes:

1) For reasons explained in Mr. D’Ascendis’ accompanying direct testimony, from the 13 weeks ending November 1, 2013,
Value Line Summary & Index, a forecasted 3-5 year total annual market return of 10.27% can be derived by averaging the
13 weeks ending November 1, 2013 forecasted total 3-5 year total appreciation, converting it into an annual market
appreciation and adding the Value Line average forecasted annual dividend yield.

The 3-5 year average total market appreciation of 37% produces a four-year average annual return of 8.19% ((1 .370'25) -
1). When the average annual forecasted dividend yield of 2.08% is added, a total average market return of 10.27% (2.08%
+8.19%) is derived.

The 13 weeks ending November 1, 2013 forecasted total market return of 10.27% minus the risk-free rate of 4.31
(developed in Note 2) is 5.96% (10.27% - 4.31%).

The Predictive Risk Premium Model (PRPMTM) market equity risk premium of 10.32% is derived by applying the PRPM™ to
the monthly equity risk premium of large company common stocks over the income return on long-term U.S. Government
Securities from January 1926 through September 2013.

The Morningstar, Inc. (Ibbotson Associates) calculated arithmetic mean monthly market equity risk premium of 6.55% for
the period 1926-2012 results from a total market return of 11.83%% less the arithmetic mean income return on long-term
U.S. Government Securities of 5.28% (11.83% - 5.28% = 6.55%).

These three expectational risk premiums are then averaged, resulting in a 7.61% market equity risk premium, which is then
multiplied by the beta in column 1 of page 1 of this Schedule. ((5.96% + 10.32% + 6.55%)/3).

(2) For reasons explained in Mr. D’Ascendis’ direct testimony, the risk-free rate that he relies upon for his CAPM analysis is the
average forecast of 30-year Treasury Note yields per the consensus of nearly 50 economists reported in the Blue Chip
Financial Forecasts dated June 1 and November 1, 2013 (see pages 9 & 10 of Schedule 5).The estimates are detailed
below:

30-Year
Treasury Note Yield
Fourth Quarter 2013 3.70%
First Quarter 2014 3.80%
Second Quarter 2014 3.90%
Third Quarter 2014 4.00%
Fourth Quarter 2014 4.10%
First Quarter 2015 4.20%
2015 -2019 5.20%
2020 - 2024 5.60%
Average 4.31%
3) The traditional Capital Asset Pricing Model (CAPM) is applied using the following formula:
Rs = Rr + B (Ru - Rf)
Where Rs = Return rate of common stock
R = Risk Free Rate
B = Value Line Adjusted Beta
Ry = Return on the market as a whole
4) The empirical CAPM is applied using the following formula:
Rs=Rg+.25(Ry -Re )+.75B8 (Ru -Re)
Where Rg = Return rate of common stock
Rr = Risk-Free Rate
B = Value Line Adjusted Beta
Rwm = Return on the market as a whole
Source of Information: Value Line Summary & Index

Blue Chip Financial Forecasts, June 1 & November 1, 2013
Value Line Investment Survey, (Standard Edition)

2013 Ibbotson® SBBI® Valuation Yearbook, Morningstar, Inc., 2013, Chicago, IL
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Basis of Selection of the Group of Non-Price Regulated Companies
Comparable in Total Risk to the Proxy Group of Nine Water Companies

The criteria for selection of the proxy group of twenty-eight non-price regulated companies was
that the non-price regulated companies be domestic and reported in Value Line Investment Survey
(Standard Edition).

The proxy group of twenty-eight non-price regulated companies were then selected based
upon the unadjusted beta range of 0.36 — 0.60 and standard error of the regression range of 2.6728
— 3.1880 of the water proxy group.

These ranges are based upon plus or minus two standard deviations of the unadjusted beta
and standard error of the regression. Plus or minus two standard deviations captures 95.50% of the
distribution of unadjusted betas and standard errors of the regression.

The standard deviation of the water industry’s standard error of the regression is 0.1288. The
standard deviation of the standard error of the regression is calculated as follows:

Standard Deviation of the Std. Err. of the Regr. = Standard Error of the Regression

V2N

where: N = number of observations. Since Value Line betas are derived from weekly price
change observations over a period of five years, N = 259

Thus, 0.1288 = 29304 = 2.9304
/518 22.7596

Source of Information:  Value Line, Inc., June 15, 2013
Value Line Investment Survey (Standard Edition)
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Carolina Water Services, Inc.
Basis of Selection of Comparable Risk
Domestic Non-Price Requlated Companies
Residual
Value Line Standard Error Standard
Proxy Group of Nine Water Adjusted Unadjusted of the Deviation of
Companies Beta Beta Regression Beta
American States Water Co. 0.70 0.50 3.2189 0.0635
American Water Works Co., Inc. 0.65 0.44 2.9445 0.0581
Aqua America, Inc. 0.60 0.34 2.5371 0.0501
Artesian Resources Corp. 0.60 0.32 2.7526 0.0543
California Water Service Group 0.65 0.42 2.5635 0.0506
Connecticut Water Service, Inc. 0.75 0.57 3.1136 0.0614
Middlesex Water Company 0.70 0.54 2.6524 0.0523
SJW Corporation 0.85 0.71 3.4897 0.0689
York Water Company 0.70 0.48 3.1012 0.0612
Average 0.69 0.48 2.9304 0.0578
Beta Range (+/- 2 std. Devs. of Beta) 0.36 0.60
2 std. Devs. of Beta 0.12
Residual Std. Err. Range (+/- 2 std.
Devs. of the Residual Std. Err.) 2.6728 3.1880
Std. dev. of the Res. Std. Err. 0.1288
2 std. devs. of the Res. Std. Err. 0.2576
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Carolina Water Services, Inc.
Proxy Group of Non-Price Regulated Companies
Comparable in Total Risk to the
Proxy Group of Nine Water Companies
Residual
Standard Standard

Proxy Group of Twenty-Eight Non- VL Adjusted Unadjusted Error of the Deviation of
Price-Regulated Companies Beta Beta Regression Beta
Actavis, Inc. 0.70 0.54 3.1788 0.0627
Gallagher (Arthur J.) 0.75 0.57 2.9036 0.0573
AutoZone Inc. 0.65 0.40 2.9262 0.0577
Baxter Intl Inc. 0.70 0.50 2.8955 0.0571
Bristol-Myers Squibb 0.70 0.47 2.7937 0.0551
Brown & Brown 0.70 0.54 2.8096 0.0554
ConAgra Foods 0.65 0.41 2.7349 0.0540
Capitol Fed. Finl 0.60 0.39 2.9201 0.0576
Dun & Bradstreet 0.75 0.59 2.9549 0.0583
DaVita Inc. 0.65 0.46 2.7897 0.0550
J&J Snack Foods 0.70 0.50 3.0927 0.0610
Kroger Co. 0.60 0.36 2.8340 0.0559
Lancaster Colony 0.70 0.53 2.9432 0.0581
McKesson Corp. 0.75 0.59 3.1375 0.0619
Mercury General 0.65 0.47 3.0619 0.0604
Annaly Capital Mgmt. 0.65 0.41 2.9250 0.0577
Northwest Bancshares 0.75 0.58 2.9835 0.0589
Owens & Minor 0.75 0.56 3.0574 0.0603
Peoples United Finl 0.65 0.45 2.7599 0.0545
Raytheon Co. 0.75 0.55 2.7110 0.0535
SAIC, Inc. 0.70 0.48 2.7054 0.0534
Sherwin-Williams 0.65 0.46 2.9720 0.0586
Smucker (J.M.) 0.70 0.48 2.9317 0.0579
Silgan Holdings 0.70 0.54 2.8924 0.0571
Suburban Propane 0.75 0.54 3.0951 0.0611
Stericycle Inc. 0.65 0.47 2.8457 0.0562
Waste Connections 0.70 0.54 2.7563 0.0544
Weis Markets 0.65 0.44 2.7704 0.0547
Berkley (W.R.) 0.70 0.47 2.8399 0.0560
Average 0.69 0.49 2.9042 0.0573
Proxy Group of Nine Water

Companies 0.69 0.48 2.9304 0.0578
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Carolina Water Services, Inc.
Summary of Cost of Equity Models Applied to the
Proxy Group of Non-Price-Regulated Companies

Comparable in Total Risk to the
Proxy Group of Nine Water Companies

Proxy Group of
Twenty-Eight Non-
Price-Regulated

Principal Methods Companies
Discounted Cash Flow Model (1) 11.57 %
Risk Premium Model (2) 10.32 %
Capital Asset Pricing Model (3) 9.90 %
Average 10.60 %
Median 10.32 %
Average of Average and Median 10.46 %

Notes:

(1) From page 2 of this Schedule.
(2) From page 3 of this Schedule.
(3) From page 6 of this Schedule.



Carolina Water Services, Inc.

DCF Results for the Proxy Group of Non-Price-Regulated Companies Comparable in Total Risk to

Value Line

Projected
Proxy Group of Twenty-Eight Average Five Year
Non-Price-Regulated Dividend Growth in
Companies Yield EPS
Actavis, Inc. - % 14.00
Gallagher (Arthur J. 3.16 11.50
AutoZone Inc. - 15.00
Baxter Intl Inc. 2.85 8.50
Bristol-Myers Squibb 3.08 10.00
Brown & Brown 111 13.50
ConAgra Foods 3.10 11.00
Capitol Fed. Finl 2.40 6.00
Dun & Bradstreet 1.53 5.00
DaVita Inc. - 15.00
J&J Snack Foods 0.80 9.00
Kroger Co. 1.51 10.50
Lancaster Colony 2.02 7.00
McKesson Corp. 0.61 10.50
Mercury General 5.27 8.00
Annaly Capital Mgmt. 13.89 (2.50)
Northwest Bancshares, Inc. 3.84 8.50
Owens & Minor 2.72 6.00
Peoples United Fin 4.53 17.50
Raytheon Co. 2.86 4.50
Sherwin-Williams 112 15.50
Smucker (J.M.) 1.93 8.50
Silgan Holdings 1.19 10.50
Suburban Propane 7.53 6.00
Stericycle Inc. - 12.00
Waste Connections 0.91 12.00
Weis Markets 2.45 3.50
Berkley (W.R.) 0.94 12.50

Source of Information:

NA= Not Available
NMF= Not Meaningful Figure

%

the Proxy Group of Nine Water Companies
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Zack's Yahoo! Average
Reuters Mean Five Year Finance Projected
Consensus Projected Projected Five Year
Projected Five Growth Five Year Growth Adjusted
Year Growth Rate in Growth in Rate in Dividend
Rate in EPS EPS EPS EPS Yield
21.00 % 19.10 % 2193 % 19.01 % -
12.00 13.60 13.17 12.57 3.36
14.00 14.40 14.75 14.54 -
8.10 8.90 8.13 8.41 2.97
9.70 6.00 9.75 8.86 3.22
13.00 12.60 13.88 13.25 1.19
8.70 10.40 8.70 9.70 3.25
3.50 3.50 3.50 4.13 2.45
8.80 9.80 8.85 8.11 1.60
12.00 12.80 11.60 12.85 -
10.00 10.00 10.00 9.75 0.84
9.00 7.40 9.07 8.99 1.58
NA NA 10.00 8.50 211
15.00 13.00 13.00 12.88 0.65
2.10 2.10 2.10 3.58 5.37
NA 3.50 3.50 3.50 14.13
5.00 5.00 5.00 5.88 3.96
13.00 9.00 13.00 10.25 2.86
7.40 6.50 7.13 9.63 4.75
8.70 8.80 8.70 7.68 2.97
14.00 14.60 14.55 14.66 1.20
8.70 8.30 8.77 8.57 2.01
10.00 10.60 10.60 10.43 1.25
3.00 3.00 3.00 3.75 7.67
16.00 16.00 16.00 15.00 -
11.00 14.90 11.00 12.23 0.96
NA NA NA 3.50 2.50
7.90 9.50 6.91 9.20 0.99
Average
Median

Average of Average and Median Results:

%

Indicated
Common
Equity Cost
Rate

NA
15.93
NA
11.38
12.08
14.44
12.95
6.58
9.71
NA
10.59
10.57
10.61
13.53
8.95
17.63
9.84
13.11
14.38
10.65
15.86
10.58
11.68
11.42
NA
13.19
6.00

10.19

11.74

11.40

11.57

(1) Mr. D'Ascendis's application of the DCF model to the domestic, non-price regluated comparable risk companies is identical to the application of the DCF to his proxy
group of water companies. He uses the 60 day average price and the spot indicated dividend as of October 31, 2013 for his dividend yield and then adjusts that yield
for 1/2 the average projected growth rate in EPS, which is calculated by averaging the 5 year projected growth in EPS provided by Value Line, www.reuters.com,
www.zacks.com, and www.yahoo.com (excluding any negative growth rates) and then adding that growth rate to the adjusted dividend yield.

Value Line Investment Survey:

www.reuters.com Downloaded on 11/01/2013
www.zacks.com Downloaded on 11/01/2013
www.yahoo.com Downloaded on 11/01/2013
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Carolina Water Services, Inc.
Indicated Common Equity Cost Rate
Through Use of a Risk Premium Model
Using an Adjusted Total Market Approach

Proxy Group of
Twenty-Eight Non-
Price-Regulated

Companies
Prospective Yield on Baa Rated
Corporate Bonds (1) 5.65 %
Equity Risk Premium (2) 4.67
Risk Premium Derived Common
Equity Cost Rate 10.32 %

Average forecast based upon estimates of Baa rated corporate
bonds per the consensus of nearly 50 economists reported in Blue
Chip Financial Forecasts dated June 1, 2013 and November 1,
2013 (see pages 9 and 10 of Schedule 5). The estimates are
detailed below.

Fourth Quarter 2013 540 %
First Quarter 2014 5.50
Second Quarter 2014 5.60
Third Quarter 2014 5.70
Fourth Quarter 2014 5.80
First Quarter 2015 5.90
2015-2019 6.90
2020-2024 7.40

Average 5.65 %

From page 5 of this Schedule.
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Carolina Water Services, Inc.
Comparison of Bond Ratings for the
Proxy Group of Non-Price-Regulated Companies Comparable in Total Risk to the
Proxy Group of Nine Water Companies
Moody's Standard & Poor's
Bond Rating Bond Rating
November 2013 November 2013
Proxy Group of Twenty-Eight
Non-Price-Regulated Bond Numerical Bond Numerical
Companies Rating Weighting (1) Rating Weighting (1)
Actavis, Inc. Baa3 10.0 NR --
Gallagher (Arthur J.) NR -- NR --
AutoZone Inc. Baa2 9.0 BBB 9.0
Baxter Intl Inc. A3 7.0 A 6.0
Bristol-Myers Squibb A2 6.0 A+ 5.0
Brown & Brown NR -- NR - -
ConAgra Foods Baa2 9.0 BBB- 10.0
Capitol Fed. Finl NR -- NR --
Dun & Bradstreet NR -- NR --
DaVita Inc. Ba3 13.0 B 15.0
J&J Snack Foods NR -- NR --
Kroger Co. Baa2 9.0 BBB 9.0
Lancaster Colony NR - - NR --
McKesson Corp. Baa2 9.0 A- 7.0
Mercury General NR - - NR --
Annaly Capital Mgmt. NR - - NR --
Northwest Bancshares NR -- NR --
Owens & Minor Bal 11.0 BBB 9.0
Peoples United Finl A2 6.0 NR --
Raytheon Co. A3 7.0 A- 7.0
Sherwin-Williams A3 7.0 A 6.0
Smucker (J.M.) A3 7.0 NR - -
Silgan Holdings Bal 11.0 BB- 13.0
Suburban Propane Ba3 13.0 BB- 13.0
Stericycle Inc. NR -- NR --
Waste Connections NR -- NR --
Weis Markets NR -- NR --
Berkley (W.R.) Baa2 9.0 BBB+ 8.0
Average Baa2 8.9 BBB 9.0
Notes:

(1) From page 5 of Schedule 5.

Source of Information:
Standard & Poor's Bond Guide October 2013
www.moodys.com; downloaded 11/1/2013
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Carolina Water Services, Inc.
Derivation of Equity Risk Premium Based on the Total Market Approach
Using the Beta for
the Proxy Group of Non-Price-Regulated Companies
Proxy Group of Nine Water Companies

Proxy Group of
Twenty-Eight Non-
Price-Regulated
Line No. Companies

Based on SBBI Valuation Yearbook Data:

1. Ibbotson Equity Risk Premium (1) 5.60 %

2. Ibbotson Equity Risk Premium based on PRPM™ (2) 9.22

Based on Value Line Summary and Index:

Equity Risk Premium Based on_Value Line

3. Summary and Index (3) 5.19
4. Conclusion of Equity Risk Premium (4) 6.67 %
5. Adjusted Value Line Beta (5) 0.70
6. Forecasted Equity Risk Premium 4.67 %

Notes: (1) Based on the arithmetic mean historical monthly returns on large company common

stocks from Ibbotson® SBBI® 2013 Valuation Yearbook - Market Results for Stocks,
Bonds, Bills, and Inflation minus the arithmetic mean monthly yield of Moody's Aaa
and Aa corporate bonds from 1926 - 2012. (11.83% - 6.23% = 5.60%).

(2) The Predictive Risk Premium Model (PRPM™) is discussed in Mr. D'Ascendis's
accompanying direct testimony. The Ibbotson equity risk premium based on the

PRPM™ is derived by applying the PRPM™ to the monthly risk premiums between
Ibbotson large company common stock monthly returns minus the average Aaa and
Aa corporate monthly bond yields, from January 1928 through September 2013.

(3) From page 8 of Schedule 5.
(4) Average of Lines 1, 2, & 3.
(5) Median beta derived from page 6 of this Schedule.

Sources of Information:

Ibbotson® SBBI® 2013 Valuation Yearbook - Market Results for Stocks, Bonds, Bills,
and Inflation, Morningstar, Inc., 2013 Chicago, IL.

Value Line Summary and Index
Blue Chip Financial Forecasts, June 1 and November 1, 2013
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Carolina Water Services, Inc.
Traditional CAPM and ECAPM Results for the Proxy Group of Non-Price-Regulated Companies Comparable in Total Risk to the
Proxy Group of Nine Water Companies

Proxy Group of Twenty-Eight Value Line Traditional Indicated
Non-Price-Regulated Adjusted Market Risk Risk-Free CAPM Cost ECAPM Cost Common Equity
Companies Beta Premium (1) Rate (2) Rate (3) Rate (4) Cost Rate (5)
Actavis, Inc. 0.70 7.61 % 431 % 9.64 % 10.21 %
Gallagher (Arthur J.) 0.75 7.61 4.31 10.02 10.49
AutoZone Inc. 0.65 7.61 431 9.26 9.92
Baxter Intl Inc. 0.70 7.61 431 9.64 10.21
Bristol-Myers Squibb 0.70 7.61 4.31 9.64 10.21
Brown & Brown 0.70 7.61 4.31 9.64 10.21
ConAgra Foods 0.65 7.61 4.31 9.26 9.92
Capitol Fed. Finl 0.60 7.61 431 8.88 9.64
Dun & Bradstreet 0.75 7.61 4.31 10.02 10.49
DaVita Inc. 0.65 7.61 431 9.26 9.92
J&J Snack Foods 0.70 7.61 431 9.64 10.21
Kroger Co. 0.60 7.61 431 8.88 9.64
Lancaster Colony 0.70 7.61 4.31 9.64 10.21
McKesson Corp. 0.75 7.61 4.31 10.02 10.49
Mercury General 0.65 7.61 4.31 9.26 9.92
Annaly Capital Mgmt. 0.65 7.61 4.31 9.26 9.92
Northwest Bancshares 0.75 7.61 431 10.02 10.49
Owens & Minor 0.75 7.61 431 10.02 10.49
Peoples United Finl 0.65 7.61 4.31 9.26 9.92
Raytheon Co. 0.75 7.61 431 10.02 10.49
Sherwin-Williams 0.65 7.61 431 9.26 9.92
Smucker (J.M.) 0.70 7.61 431 9.64 10.21
Silgan Holdings 0.70 7.61 431 9.64 10.21
Suburban Propane 0.75 7.61 4.31 10.02 10.49
Stericycle Inc. 0.65 7.61 4.31 9.26 9.92
Waste Connections 0.70 7.61 431 9.64 10.21
Weis Markets 0.65 7.61 431 9.26 9.92
Berkley (W.R.) 0.70 7.61 431 9.64 10.21
Average 0.69 9.56 % 10.15 % 9.86 %
Median 0.70 9.64 % 10.21 % 9.93 %
Average of Average and Median Results: 9.90 %
Notes:

(1) From Schedule 6, page 2, note 1.

(2) From Schedule 6, page 2, note 2.

(3) Derived from the model shown on Schedule 6, page 2, note 3.
(4) Derived from the model shown on Schedule 6, page 2, note 4.
(5) Average of CAPM and ECAPM cost rates.
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